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AGREEMENT made this _ [0 aay of Odbu , 1967, 
by and between THE DINERS! CLUB, INC., a New York corporation 
(hereinafter referred to as "Diners") and FUGAZY TRAVEL 
BUREAU, INC., a New York corporation iepstnateen supenned 


to as "Fugazy"), 


Fugazy is engaged, directly and through subsidiaries 
and franchises, in the business of providing travel and other 
services, It contemplates merging certain of its subsidiaries 


into itself and thereafter selling substantially all its 


* assets, business and good will, as same shall exist upon the 


effectiveness of such mergers, upon the terms and conditions 


‘hereinafter set forth, Diners desires, through a wholly- 


owned subsidiary to be formed (which will be named "Fugazy 
Travel Bureau, Inc. (Delaware)" or such other name as Diners 
shall designate and is hereinafter referred to as "DFT"), to 


buy all of such assets and good will, upon the terms and 


conditions hereinafter set forth. 


NOW, THEREFORE, Diners and Fugazy hereby agrees 


as follows: 


1. Sale and Transfer of Fugazy's Assets 


Wf 


1.1. Sale and trarster of Assets. Fugazy agrees, 


subject to the terms and conditions of this Agreement, to sell, 
convey, transfer, assign and deliver to DFT at the Closing, as 
hereinafter defined and after giving effect to the mergers re- 
ferred to in Section 4,1 hereof, ali of its assets, properties, 
business and good will of every kind and description, wherever 

the exclusive right to use the Fugazy famiiy’erest 6y/ 
located, including, without limitation,/all property, tangible / 
and intangible, accounts receivable, bank accounts, cash de- [jf 
posits and securities, claims, rights under contracts, the 
right to use its corporate name and all other names and desig- 
nations used by Fugazy or any of its subsidiaries in connec- 
tion with their businesses, and all of its books and records 
relating to its business, excepting only (a) the minute books, 
stock certificate books and stock ledger records of Fugazy and 
its Subsidiaries (as hereinafter defined), and (0) all of the 


outstanding shares of capital stock of Fugazy Travel Bureau of 


Illinois, Ince. and Fugazy Philadelphia, Inc., except as set 


forth, with respect to such stock in chester paragraph 
i 

(4) of Section 4.7 hereof. The assets so to be sold, conveyed, 

transferred, assigned and delivered shall include without limi- 


tation, those reflected in the unaudited consolidated balance 


. sheet of Fugazy and all its Consolidated Subsidiaries (as here- 


inafter defined) at June 30, 1967, referred to in Section 2.4 
hereof (such balance sheet being hereinafter referred to as the 
"Balance Sheet"), and all assets and property thereafter ac- 
quired prior to the time of the Closing, except such of those 
assets as ae have been dispose« of prior to the time of the 
Closing in the ordinary course of business or in accordance 
with the provisions of this Agreement. Such sale, conveyance, 
transfer, assignment abe delivery shall be free and clear of 
all liabilities, obligations, liens and encumbrances, except 
those contract obligations which are. expressly assumed by DFT 


pursuant to Section 1.2(¢) hereof. 


el 


1.2. Consideration for Sale and Transfer. Diners 


hereby agrees, at the Closing, subject to the terms and 
‘ : 


A-515 
conditions of this Agreement and in consideration of the 


aforesaid sale, conveyan 
(a) to pay, or cause DFT to pay, to or for 
the account of Fugazy, $2,809,669 as follows: 
(1) $370,082, by certified or bank 


Aa 


cashier's check, payable to Fugazy: and 
(45) $2,439,587, by certified or ~~ 


bank cashier's check, payable to Bankers 
Trust Company, for deposit in a special 
account (hereinafter referred to as the 
"Special Account") to be established and 
maintained as provided in Section 1.4 


hereof: | 
\b) vO cause to be issued and to deliver 


certificates representing 62,000 sharés of Diners' Common 
Stock, par value $1 per share (hereinafter referred ‘to as - 


"Common Stock"), to or for the account of Fugazy, as follows: 


a - (1) A certificate representing im 

iy . 7 7 

o : S000 Oo 
- : 340 shares of Common Stock issued in 


: (\\ a 
the name of A, Mitchell Liftig (herein- vif 
after referred to as "Liftig"), to Liftig, /) 

the same being in partial satisfaction of 

Fugazy's obligations to Liftig for services 

rendered in connection with the negotiation 

of this Agreement and the consummation of 


the transactions contemplated hereby; and | 


BI ee ak — (11) A certificate representing ae 


60d : 
£84990 shares of Common Stock issued in the 


\ 
-name of Fugazy, to Fugazy, which shall sim- 


ultaneously deliver such certificate (to--: 


gether with appropriate stock powers exe- 


cuted in blank, with signature guaranteed) 


to Bankers Trust Company, 16 Wall Street, 


; A-516 
New York, New York (hereinafter referred 


to as the "Escrow Agent"), to be held and 

disposed of by the Escrow Agent as provided 

in the Escrow Agreement, a copy of which is 

annexed hereto as Exhibit A; and 

{c) to cause DFT to deliver to Fugazy an 

undertaking, a copy of detee os annexed hereto as Exhibit A-l, 
whereby DFT agrees to perform the obligations of Fugazy, from 
and after the time of the Closing, of the agreements and con=- 
tracts listed in Schedules 4, 5 and 6 and effectively assigned 
to DFT at the Closing, except those certain agreements with 
Travelco, Inc. (Pa.) dated August 19, 1966, as amended, and 
with Travelco, Inc. (N.Y.) dated June 19, 1967, as amended, 


soul aegcuneat lurwera Das-a-Torm, tac. amd Wa tryna, dated Many 9, 1967 Nw, 
- Cas om FArustag V1, 1467), Reere fn Aruinece ke Spt Raliee. bevus te eit 


Naw Ure, Renae fn proers 1305, (EH Starck Clukodetilia, Fa, Lacco betivcen. 
Disko Tour Inc. ad Mamronnmrve, Letawg lac, , Les P aetinand Lyon Liat, Mont 
Rundynerr ond Miviieak Caars Rotbalt City Lid, cash fr Morne an Manisa, 
1.3. Certain Post-Closing Adjustments 
(a) The total consideration stated to be pay- 

able hereunder, including the amount to be deposited in the 
Special Account, has been eonputed on the basis of the Balance 
Sheet. It is agreed that such consideration shall be ren 
_after the Closing to account for Fugazy's operations for the 
period from June 30, 1967 to September 30, 196 Upon the 


Te 
duh Py Crumtictaked Swlreulrnsd (02 MALwa te dafircd } 
Closing, the operations of Fugazy) from and including October l, 6 


Orn 
Fugazy( during such period shall,be deemed-made or conducted for 
d 


1967 to the time of Closing and all transactions conducted by ft 
Suk, Gubotdrerucs ’ Ve 

the account of DFT, and Fugazy shall account to DFT with respect 

to same and shall deliver at the Closing any additional cash 

or other assets resulting from such operations or transactions. 


As soon aS may be practicable after the time of the Closing, 


but in no event later than three days ‘after the Closing or 


Hevenber 1, 1967, whicheyer be ta tf, Fugazy shall deliver 
to Diners a pro forma balance shedt of Fugazy as of Septem- 
per 30, 1967 (giving effect to th transactions provided 
for in Section 4.1), together with}a Schedule of Current 
Liabilities showing the name of each creditor and the amount 
due such creditor as of such date, and supporting schedules 
in such detail as Diners shall request, certified by Fugazy's ' 
Chairman of the Board and President. Such balance sheet 
shall be prepared in accordance with generally accepted ac- 
counting principles consistently applied. As soon as a 
ticable after the receipt of the ehcncnn Seed balance 
sheet and supporting schedules, or at such earlier time as 

tage Ma Wo LA LT Kean US dean afl, Acoude O) Ha ab rervurtrareelt ator, “ust and 
Diners shall request ,,Messrs. Touche, Ross, Bailey & Smart, pore 
on the basis of a limited review of the books and accounts Ors 
of Fugazy, shall prepare a report showing the Assets other a 
than Good Will and investments in Subsidiaries other than 
Fugazy International, S.r.l., (including furniture, equip- 
ment and fmprovements at original cost) and the Current 
Liabilities of Fugazy as of September 30, 1967, ana shall 
deliver such report, together with its worksheets showing 
such revisions in the Schedule of Current Liabilities and 
other schedules delivered by Fugazy as may be required on the 
nave of such limited review,(such report, worksheets and 


schedules being hereinafter referred to as the "Closing 


Statement") to Diners and Fugazy. 


en ee en 


(b) Such Closing Catena shall be binding 
id conclusive upon Fugazy and Diners , unless either part ff 
yall, by notice to the other within +S days following de- (ll 
{very to them of such Closing Statement, object to any 
mounts shown thereon. In the event any such objections shall 
e made, J. K. Lasser & Company, or another designee of Fugazy, 
hall confer with Messrs. Touche, Ross, Bailey & Smart,’for 
he purposes of arriving at an agreement on any disputed 
tems. In the event J. K. Lasser & Company or such other 
lesignee and Messrs. Touche, Ross, Bailey & Smart shall not j 

: ney nana ay 

»e able to resolve any such disputes within 4% days after de 
Livery of any notice of objection as aforesaid, the matter 
shall be submitted to Price, Waterrouse & Co., whose determi- 
aation with respect to any disputed items shall be final‘and 


conclusive upon both Fugazy and Diners. 

(c) If the amount of Assets other than Good 
Will and investments in Subsidiaries other than Fugazy In- 
ternational, S.r.l. (including furniture, equipment and 
improvements at oxteaved come) and as shown on the Closing 
Statement exceeds $3,009,669 less $200,000 (such latter 
amount representing an additional reserve to be established 
by DFT at the Closing) Diners shall pay, or shall cause 
DFT to pay, te Packey the amount of such excess. If such 


amount as shown on the Closing Statement is less than 


$3,009,669 less $200,000, Fugazy shall pay the amount of 


such difference to Diners. Settlement shall be made within 


15 days after receipt of the Closing Statement, or, if 


‘either party objects thereto, within 15 days after the 


amounts shown thereon are finally determined as 


provided in paragraph (b), oP Sottvery of a certified or 
cashier's check for the amount due. 

(4) i the seount of Current Liabilities 
"as shown on the Closing Statement, as finally determined, 
axwendla $2,439,587, then Pies shall promptly deposit the 
amount of such excess in the Special Account. If such ~ 
amount as shown on the Closing Statement is less than 
$2,439,587, Fugazy shall be entitled to withdraw the amount 


of such difference from the Special Account. : 
1.4. Special Account. In order to facilitate the 


payment of Fugazy's creditors shown on the Schedule of Current 
Liabilities, Fugazy shall, at or prior to the Closing, ibibo 

lish the Special Account at the Bankers Trust Company, 16 Wall 
Street, New York, N.Y. 10015. The Special Account shall be 
administered by Fugazy (subject to the restrictions herein- 

“after contained) only for the purpose of applying the monies 
deposited therein pursuant to Sections .1.2(a)(1i) and 1.3(d) 

to discharge the Current Liabilities. of Fugazy as round Genoa 
Schedule of Current Liabilities as finally approved) by Messrs. ot 
Touche, Ross, Bailey & Smart and used in support of the Clos- Wy 
ing Statement. Each check drawn on the Special Account shall (yi? 
require the signatures of a designee of Fugazy and of any one 

of the following: the Chairman of the Board, the Executive 

| Vice President, the Executive Vice President-Finance, the 
Treasurer and the Controller of Diners. In the event either 
Fugazy, Diners or DFT 4s sued by any creditor of Fugazy with 
respect to any Current Liability shown on the Closing State- 

ment suey shall, at the written request of DFT, authorize 

or cause its designee to authorize the immediate payment to_ 

sitet creditor of the full amount due such sreditor, as shown 

on the Closing Statement. From time to time, whenever the bal- 


ance in the Special Account exceeds the outstanding unpaid 


A- . 
amount of Surrent Liabilities OF Pagazy, as shown on the 


Closing Statement, such excess shall be disbursed to Fugazy. 
It is the intention of the parties hereto that the establish- 
ment and maintenance of the Special Account shall be for the 
sole purpose of preserving the good-will and continued 
patronage for DFT of those creditors of FPugazy shown on the 
Schedule of Current Liabilities by providing for the prompt 
and orderly disposition of their claims. Nothing expressed 
in this Agreement, or implied therefrom, including provisions 
for the establishment and maintenance of the Special Account 
js intended, or shall be construed to give, any person, firm 
or corporation, other than the parties hereto, any legal or 
equitable right, remedy or claim against the monies held in 
the Special Account or against DFT or Diners. FT and | 
Fugazy agree to execute, or to cause their respective nominees 
to execute, such checks and such other documents that may . be 
required for the disbursement of funds from the Special 


Account, in accordance with the provisions of this Section 4.1. 


1.5. Instruments of Conveyance and Transfer, etc, 
Fugazy hereby agrees that at the Closing it will deliver 
to DFT (a) all such deeds, bills of sale, endorsements, assign- 
ments and other gcod and sufficient instruments of transfer, 
in form and substance reasonably satisfactory to Diners' 
counsel, Messrs. Hays, Sklar & Herzberg, as shall be effective 
to vest in DFT good and marketable title to the assets and 
business to be sold, conveyed, transferred, assigned and 
delivered hereunder, all as provided in this Agreement; and 
(b) all of Fugazy's contracts and commitments, books, records 
and other data relating to its assets, business and opera- 
tions, excepting the minute books, stock certificate books 
and stock ledger records of Fugazy and its Subsidiaries. 
Fugazy further agrees that, simultaneously with such delivery, 


. all requisite steps will be taken to put DFT in actual possess- 


ion and operating control of all such assets and business. 


A-524 ° oh 
1.6. Further Assurances. Fugazy agrees that, at 


any time and from time to time after the Closing, at the 
request of Diners or DFT, and without furcher.consideration, 
4% will execute and deliver such other instruments © 
conveyance, assignment and transfer and take such other action 
as Diners or DFT may reasonably require more effectively to 
convey to, transfer to, and vest in DFT, or to put DFT in 
possession of, any or all of the business, assets and property 
to be sold, eunveyed transferred, assigned and delivered 
hereunder. After the Closing DFT shall upon written request 
of Fugazy grant to the authorized representatives of Fugazy 
reasonable access to the books and records of Fugazy delivered 
to DFT at the Closing for use by them in preparing tax 


returns or for any other valid-corporate purpose. 


1.7. Right of Collection. Fugazy agrees that DFT 
shall have the right and authority to collect, for the 
account of DF2, all receivables and other items’ which shali be 
transferred to DFT as provided herein, and to endorse with the 
name of Fugazy any checks received on account of any such 
receivables or other items. Fugazy agrees that it will hold in 
trust and deliver, in its original form, to DFT promptly, any 
eash or other property which Fugazy may receive in respect of 


“such receivables or other items. 


2. Representations and Warranties by Fugazy. 


Fugazy represents and warrants to Diners that: 


2.1. Organization, ete. Fugazy 1s a corporation. 
duly organized, validly existing and in good standing under 
‘the laws of the State of New York, has full corporate power 
to carry on its business as it is now being conducted, and 
to own or lease, and operate, the properties or assets now 
owned or leased, and operated, by it, and is duly qualified 
or licensed to do business as a foreign corporation, and is 
in good standing, in every jurisdiction in which the nature 


of the business conducted by it or the character of the 


a 


% 
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properties and assets operated by 1¢ makes such qualification 


5 


necessary. The copies of the certificate of incorporation 

and ibyetaws of Fugazy heretofore deliver to Diners are true, 
correct and complete copies of the eupparaaake of incorporation 
(certified by the Secretary be State of the State of New York 
within twenty Gays of the date of this Agreement) and ye daw 
(certified by Fugazy's secretary within five days of the date 
of this Agreement) of Fugazy, each as amended to the date 
hereof. The copies of the minutes of the meetings of Board 

of Directors of Fugazy, of all committees of the Board of 
Directors of Fugazy, and of the shareholders of Fugazy, eels 
fied by Fugazy's Secretary and heretofore delivered to Diners 


are true, correct and complete copies of all such minutes of 


all such meetings. 


2.2. Capitalization, The authorized capital stock 
of Fugazy consists of (a) 7,500 shares of Common Stock, par 
value $10 per share, of which 4,500 shares have been issued 


and are presently outstanding, (b) 10,000 shares of 6% Cumu- 


lative Preferred Stock, par value $20 per share, of which 


9,950 shares have been issued and are presently outstanding, 
and (c) 10,000 shares of 6% Cumulative Convertible Preferred 


Stock, par value $15 per share, of which 2,997 shares have 


- been issued and are presently outstanding, and as to which 


the rights of conversion expired on March 1, 1966, All of the 
foregoing issued shares were duly and validly issued and are 
fully paid and non-assessable. There are no outstanding 
options, warrants, calis, rights to subscribe or commitments 
of any character relating to any of the foregoing issued 


shares, and tnere are no outstanding options, warrants, 


calls, rights to subscribe or commitments of any character 


relating to any shares of authorized but unissued capital 


stock of Fugazy. Fugazy has heretofore delivered to Diners 


a schedule (Schedule 1), signed by Fugazy's Chairman of the 


- Board and President, listing all the holders of record of 


any class of capital stook of Fugazy and the number of 


“ee 
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shares of each class heid by each of them.. Such list is true, 


complete and correct. 


2.3. Subsidiaries, As used herein, the term 
"Subsidiary" means a corporation (a) of whose outstanding 


voting stock Fugazy owns 50% or more of the shares or 


(b>) of whose outstanding voting stock Fugazy and/or any 


Qe ( corporation oe corporations Dt eee asa A 
qr mentohr (a)(or this ai owns 50% or more of the Gwyl bal 
' shares. Fugazy has heretofore delivered to Diners a ih 

schedule (Schedule 2A) listing the farionkne subsidiaries: 

Fugazy Travel Bureau of Illinois, Inc., Fugazy Philadelphia, 

Inc, and Fugazy tibeonattenet, oe (such subsidiaries 

being hereinafter referred to as the "Schedule 2A Sub- 

sidiaries") and a schedule (Schedule 2B) listing every 

other subsidiary of Fugazy (such Subsidiaries being herein- 


after referred to as the "Consolidated Subsidiaries"), 


Each schedule has been signed by Fugazy's Chairman of the Board 
and President, and each contains the following information with 


respect to each subsidiary listed thereon: the jurisdic- 
tion in which it is incorporated; the number of shares 


and percentage of its outstanding stock owned. by Fugazy or 
a Subsidiary (showing the name of the corporation or 
corporations owning such shares, if not Fugazy, and where 
less than 100% of its outstanding stock is owmed by Fugazy 
or a Subsidiary, showing the names of the owner or owners 
of shares of its outstanding stock other than Fugazy or 4 


Subsidiary); and the jurisdictions, if any, in which it is 


ERAS RTE ae sonia memes 


avalified or licensed to do Anréfness es a foreion corporation 


wae wom wees 


All of the outstanding. shares of stock of the Subsidiaries 

have been duly and validly issued, are fully paid, ate non- 
assessable, and are owned free and clear of all liens, 

charges and encumbrances. Each of the Subsidiaries is ‘a. 
corporation ‘duly organized and dutneine in good: standing 

under the laws of the jurisdiction of its incorporation and 

has corporate power to carry on its business as it is now being 
conducted. Each of the, Subsidiaries is duly qualified or 
licensed to do business as a foreign corporation, and is 

in good standing, in every jurisdiction in which the nature 

of the business transacted by it or the character or location 
of its properties requires its qualification or licensing as 

a foreign corporation. Except as shown on Schedules 2A and 

2B, there are no existing options, warrants, calls or commit- 

ments of any character relating to any of the 4ssued shares 

of capital stock of any of the Subsidiaries and there are 

no outstanding options, warrants, sale, rights to subscribe 

or commitments of any character relating to any shares of 

authorized but unissued capital stock of any Subsidiary. 

The copies of the respective certificates of incorporation 
(certified by the Secretary of State or equivalent governmental 
officer of the jurisdiction of incorporation of each respec~ 
tive Subsidtary within twenty days of the date of this have. 
ment) and the by-laws ‘(certified by the respective Subsidiaries! 
secretaries within five days-of the date of this Agreement) of 
each of the Subsidiaries heretofore delivered to Diners, are 
true, correct and complete copies of the certificate of in- 
corporation and by-laws of each such Subsidiary as amended to 


the date hereof. 


2.4. Financial Statements. Fugazy has heretofore 


delivercd 6o Diners audited Pats rinancial statements 
of Fugazy aud all 4ts Subsidiaries for the period March 1, 
\, 1963 through September 30, 1964 and for the fiscal year ended 
iy September 30, 1966 (certified 
by a; K. Lasser & Company, independent certified public ac- 
‘ecountants) and unaudited consolidated financial statements of 
Fugazy and all'its Consolidated Subsidiaries for the nine month 
Ny, period ended June 30, 1967 (certified by Fugazy's Chairman of 
the Board, President and Executive Vice President), including in 
each case a consolidated balance sheet at the end of each such 
period and related consolidated statements of income for each , 
such period, . Except for the investment of Fugazy in Fugazy 
International, S.r.1., the investment of Fugazy in its other 
Schedule 2A Subsidiaries is not reflected in such financial 
statements. Such financial statements are in accordance with 
the books and records of Fugazy, were prepared in conformity a 
with generally accepted accounting principles applied in each t 
case on a basis consistent with that of the preceding period, : 
and present fairly, ean ierety and accurately the consoli- 
dated financial position and assets and li “ilities of Fugazy 
and all its chunpateavee Subsidiaries at the end of each such 
‘ period and th2 consolidated results of their operations for 
each such period. The provisions made for taxes in the finan- 
cial statements for the nine month period ended June 30, 1967 
are sufficient for the payment of all unpaid federal, state, 
county and local taxes for which Fugazy and its Consolidated 
Subsidiaries may be liable, accrued for or applicable to the 


period ended on that date and for all periods prior thereto, 


whether or not’ disputec. 


2.5. Taxes. Except as sct forth in Schedule 2C 
annexed hereto, Fugazy and each of its Subsidiaries have 
filed all Federal, State, county and local income, excise, 


property and other tax returns which are required to be 


i ee 
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filed by them. True and correct copies of each, such filed 


return have heretofore peen delivered to Diners. Fugazy and 
4ts Subsidiaries paid all taxes which have become due pur- 
suant to such filed returns or pursuant to any assessments 
which have been received by it. The Federal income tax re- 
turns of Fugazy and 4ts Subsidiaries have not been audited by 
the Internal Revenue Service for any fiscal period or years. 
Peoant as set forth in Schedule 2C, there are no agreements 
by Fugazy or any Subsidiary for the extension of the time for 
the assessment of any tax, and all Federal, State, county 

and local taxes of any nature whatsoever due and payable 

by Fugazy or any Subsidiary on or before the date of this 


Agreement have been paid. 


2.6. Title to Assets. Fugazy and its Consolidated 


Subsidiaries own outright all the properties and assets re- 
flected on the Balance Sheet (other than properties or 
assets sold or disposed of since the date of the Balance 
Sheet in the ordinary course of business) and all properties 
and assets that have been acquired (and not disposed of in 
the ordinary course of business) since the date of the Bal- 
ance Sheet; and Fugazy and its Consolidated Subsidiaries 

are in possession of all such properties and assets, to the 
extent such assets are capable of possession. Such proper- 
ties and assets ere subject to no liens, mortgages, pledges, 
encumbrances , or charges of any kind, except those reflected 
in the Balance Sheet and as set forth in a schedule (Schedule 
-3), signed by Fugazy's Chairman of the Board and President 
and heretofore delivered to Diners. Neither Fugazy nor any 
Consolidated Subsidiary owns any real property. All the 
furniture, fixtures and equipment owned by Fugazy and its 

. Consolidated Subsidiaries are in good operating condition ( 


and repair, subject to ordinary wear and tear from normal 


use. The accounts and notes receivable reflected in the 


af 1 
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Balance Sheet and the accounts and notes receivable ac- 


quired after the date of the Balance Sheet have been collected ] 
or are collectible at the aggregate recorded amounts thereof, 
less, with respect to the accounts receivable, the saaeeuatie 
of the applicable reserves, which reserves are adequate in 
the opinion of Fugazy. All prepaid items and deposits re- 
flected in tne Balance Sheet or acquired after the date of 


the Balance Sheet shall have been made or shall have arisen 


4n the ordinary course of the business of Fugazy and its 
Consolidated Subsidiaries and shall represent fixed obliga- 
tions due to Fugazy or its Consolidated Subsidiaries, with- 
out deductions, counterclaims or setoffs of any kind. Fugazy 
does not own or lease any vehicles, except as set forth in 
Schedule 2D hereof. | 
2.7. Absence of Undisclosed biabtrites. Except 
to the extent reflected or reserved against in the Balance 
Sheet, Fugazy and its Consolidated Subsidiaries, as of the 5 
date thereof, had no liabilities or obligations (whether 
accrued, absolute, contingent or otherwise) of a nature 


or the Notes thereto 
customarily reflected in a corporate balance sheet/prepared 


in accordance with generally accepted accounting principles, 
including, without limitation, any tax liabilities (a) in- 


curred in respect of or measured by the income of Fugazy 


or any of its Consolidated Subsidiaries for any period 
prior to the close of business on June 30, 1967 or (b) 
arising out of transactions entered into, or any state of 


material 


facts existing, prior thereto, Fugazy and its Consolidated fit 
Subsidiaries have ny liabilities of any nature, contingent 


or the Notes thereto, 


er otherwise, or in any, amount not fully reflected or re- fy 
served against in the Balance Sheet/ except for liabilities Oy I 


4ncurred sinoe June 30, 1967 in the normal course of 


business. 
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2,8, Franchises. As used herein, the term "Fran- 


chisee" means a person, firm, corporation or other business 
entity operating a travel agency and entitled by agreement 
with Fugazy to use, either sy a principal or as an agent 

for Fugazy, the trade name "Fugazy Travel Bureau" or any like 
name including the word "Pugazy" (whether such agreement 

4s a Branch-Franchise Agreement or. a Travel Agency Licens- 
ing Agreement or a Management Agreement) and the term Se 
"Pranchise" means the travel agency being so operated. Fugazy 
has heretofore delivered to Diners a sehedule (Schedule 4), 
signed by Fugazy 's Chairman of the Board ak President, listing each 
agreement with a Franchisee and each lease to which Fugazy 

is a party with respect ee 2 Franchise location; and true 

and correct copies of each such agreement and each such 

lease have heretofore been delivered to Diners, Except ‘as 

to the agreements and leases listed on Schedule 4, Fugazy 

4s not a party to any franchising, licensing or similar 
agreement or arrangement. Each agreement and each lease 
listed in Schedule 4 is in full force and effect, is en- 
forceable in accordance with its terms, and has not been 
modified or amended except as shown on such Schedule. Each 
party to each such agreement and to each such lease has 
performed and is performing, in all materfai resrects, all 
the obligations requived to be performed by it thereunder. 

No Franchisee has made any prepayment to Fugazy with respect 
to any of its obligations under its agreement relating to 

its Franchise. Each Franchisee has complied and is com- 
plying with all laws, a and regulations applicable to 


4t in those jurisdictions and governmental subdivisions 


where each is operating. 


ee NN ere ee 


; 2.9. Leases. Fugacy ha 
Diners a schedule (Schedule 5), signed by Fugazy's Chairman of the 
Board and President, setting forth in summary form the material : 
provisions, as of the date thereof, regarding (a) the leases 
pursuant to which Fugazy leases any real property (except 
such leases as are set forth in Schedule 4), and (b) the 


leases pursuant to which Fugazy leases any equipment or other 


ac  eneiee Wes = Rtin aie in oom eommareewrint 


personal property. Fugazy has heretofore delivered to 
Diners true and correct copies of each such lease. Each 


leasehold estate purported to be granted by any lease listed 


4n either Schedule 4 or Schedule 5 is owned by Fugazy and 
each such lease is in good standing, valid and enforceable ; ' 
in accordance with its terms. All improvements in or on 
premises subject to such leases conform to all applicable 
state, county and local laus, Sncludinz, without limitation, 
zoning, building and safety ordinances. There is not, under 
any of such leases, any existing default or event of default 
or event which with notice or lapse of time or both would 
constitute a default and in respect of which Fugazy, the Sub- 


sidiary a party to the Lease, and/or the Franchisee occupying 


the premises subject thereto has not taken adequate steps to. 


prevent a c«Cault from occurring. \ 


2.10. Contracts. Fugazy has heretofore delivered 


to Diners a schedule (Schedule 6), signed by Fugazy's Chairman of 
the Board and President, listing and priefly describing certain 
contracts to which Fugazy or any of its Subsidiaries 

is a party. True and correct copies of each contract 

listed in Schedule 6 have heretofore been delivered to 

Diners. Except only as to contracts and 4nstruments in- 

cluded in Schedule yoga Sonedate 6, neither Fugazy nor wi 


any of its Subsidiaries are parties to any oral or written 


PAE RN A 


A-530 


; nus an the ordinary course of business, | 
(b) employment, contract which is not terminable at the 
will of Fugazy or any Subsidiary/without ie ur er 
liability to Fugazy or any Subsidiary, or any respective 
successor, (c) contract with any labor union es organiza~ 
tion, (da) bonus, pension, profit-sharing, retirement, stock 
purchase, deferred compensation, hospitalization, insurance 
or similar plan providing employee benefits, (e) continuing 
contract for the future purchase of materials, supplies or 
equipment in excess of the requirements of business now 
booked, (f) contract involving eer of more than $2,500 
or extending beyond October 31, 1967, or otherwise materially 
affecting the assets or business being sold hereunder, (g) 
license or agreement (other than those listed in Schedtle 
4) relating in whole or in part to (1) trademarks, trade 
names or copyrights, registered or unregistered, or (11) 
inventions, discoveries, improvements, processes, formulae, 
trade secrets, ideas or other know-how, (h) contract, lease, 
agreement or understanding with any shareholders or former 
shareholders of either Fugazy or any Subsivtamr er any 
relative of any such shareholder or former shareholder, (1) 
agreement (other than this Agreement) or arrangement for 
the sale of any of its assets or the grant of any prefer- 
‘ential rights to purchase any of its assets, property or 
rights or requiring the consent of any party. to the transfer 
and asetionment of such assets, property and rights, (3) 
except as contemplated by Section 4.lhereol 
agreement with respect to any merger or consolidation/ (k) ,« , 
commission agreement, (1) consultant's agreement, or (m) 
power of attorney or cone instrument or arrangement au- 
thorizing anyone to sek for or in any way conmit Fugazy or 
any subsidiary to any action.fo the best of Fugazy's 


knowledge in all material respects all obligations required 


nr er sarin ei EF as Ssaparedienasortoaaapicdllanieeridihaeniplaebeinisal etteatiaslc oleae aeeedtimertamanine dad odedliedenisedbatienbsnada 
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Subsidiary and each Franchisee, the co 


has heretofore de 
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to be performed to date have been performed, and in no 


vf 


material respect is there a default, under (“any contract 


or other instrument to which Fugazy or any Subsidiary is 


a party. 


2.11. Right to Transfer without Consent. Fugazy 
has the right to transfer and assign pursuant eae Agreement 
all its right, title and interest in and to all of its property 
and assets of every kind, including, without limitation, the 
contracts and agreements listed in Schedules 3, 4, 5 or 6 with- 
out first obtaining the consent of any person or persons not a 
party to this Agreement, except with respect to such contracts 
and agreements described in a schedule (Schedule. 7), signea by 
Fugazy's Chairman of the Board and President and heretofore 
delivered to Diners, and, as to the agreements listed in Schedule 
7, the appropriate consents shall be obtained at or prior to the 


Closing. 


2,12, Conference Approvals. Pugazy, each Subsidiary 


and each Franchisee presently is approved, either on a temporary _ 


“or permanent basis, by IATA, ATC, TAPC, TPPC, RTPA and all other 


traffic conferences or associations, the approval of which is 
necessary for the operation of their respective businesses as 
they are presently being conducted, and Fugazy, each Subsidiary 
and each Franchisee presently holds its approvals in good 
wbacaeaie and subject to no challenges, revocation proceedings, 
claims or like charges by any particular conference or associa- 
tion yaar: To the extent any such approvals are temporary, 
Fugazy is proceeding expeditiously to have them made perma- 
nent, Fugazy has heretofore delivered to Diners a schedule 
(Schedule 8), signed by Fugazy's Chairman of the Board and 


President and setting forth, with respect to itself, each 


nference and association 


approvals held and the current status of each such approval, and 


livered to Diners true and correct copies of 


each such approval. 


A-532 
2.13. Trade Names, Etc. Fugazy is the sole owner 


of the trade names "Fugazy" and "Fugazy Travel Bureau" and 

of all the trade marks, copyrights, heralds, insignia, service 
marks, and trade signs or styles identified with Fugazy and 

the conduct of its business. Fugazy has the right and authority 
to conduct its business under such trade names or derivations 
thereof as such busi is now being conducted and to use in 
connection therewith the aforementioned trade marks, copy 
rights, heralds, insignias, service marks and trade signs and 
styles. Fugazy has not licensed, franchised or otherwise 
permitted any party to use said trade names, or any derivations 
thereof, or said trade marks, copyrights, heralds, insignias, 
service marks and trade signs or styles, except pursuant to 
those agreements listed in Schedule 4, and except that Fugazy 
Continental, Inc. (N.Y.) and Fugazy Continental, Inc. (Del.) 
have the right to use the name "Pugazy" solely in connection 
with the operations of limosine rental business, and for no other 


purpose and in no other connection. 


2.14, Compliance with Law, ete. Fugazy and each 
of its Sue itinvies possesses all licenses and permits required 
in connection with the operation of their respective businesses, 
and each has complied with, and is in compliance with, all 
laws, rules and regulations applicable to their respective bus- 
inesses. To the best of fioney a knowledge and belief, there 
is no pending legislation or ordinance which, if enacted by any 
jurisdiction or governmental subdivision, would adversely affect 


4ts business as it is now being conducted. 


Lists of fropceC > "1 
sonnel Data, Etc. Fugazy has delivered to Diners a schedule 


2.15. Lists of Properties, Insurance Policies, Per- 


(Schedule 10), containing accurate lists and summary descriptions, 
each signed by Fugazy's Chairman of the Board and President, of 


the following: 


(a) Each item of machinery or equipment F gi 
owned by Fugazy or any Subsidiary having a book = 
value in excess of $1,000 
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(b) All trademark and trade name regis- 

trations and copyright registrations unexpired 
as of the date hereof, and all applications pend- 
ing on the date hereof for trademark or trade 
name registrations or for copyright registrations, 
and all trademarks and trade names in use on the 
date hereof, all of the foregoing being owned in 
whole or in part as of said date by Fugazy or a 
Subsidiary, all of which are valid and in good 
standing, and as to all of which nothing has been 
done, or permitted to be done, by Fugazy or any 

' Subsidiary which would justify. the suspension or 
revocation of any of the foregoing. True and 


PT Tn nn cnt incr ttt gas tale cmmeaeniaier emasiniemamiameaimaamadmmanmaeieamaee 
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ener polioies| Such policies }providing substantially the same ily 
coverage, will “Glowing, at whiten tinal in, foree at (Vf 


» mabstand ine | will be assigned to DFT in accordance nerewith. 
‘ True and correct copies of each such policy have 
wy heretofore been delivered to Diners. 


treat 


correct copies of alP with recis 


stration 
applications have heretofore been deliv 
Diners. ; 


(c) All policies of insurance in force with 
resnect to Fugazy or any Subsidiary and without re- 


stricting the generality of the foregoing, those a 
covering its respective properties, machinery, 
equipment, furniture, fixtures, products and Wl 


Such policies provide FPugazy and its Subsidiaries 
with coverage in such amounts and against such 


: operations. Such policies are assignable. 
risks as a prudent businessman would deem advisable. 


(the time of the Closing, at which time)such policies 


(a) The names of all officers and directors 
of Fuguzy or any Subsidiary and the names of all 
officers and employces of Fugazy or any Subsidiary 
wnose current annual compensation rate is $10,000 
or more, together with a summary of the bonuses, 
percentage compensation and other like benefits, 
4f any, paid to such persons for the year ending 
September 30, 1966 and paid or payable to such 
persons for the year ending September 30, 1967. 


(e) The name of each bank in which Fugazy 
and each Subsidiary maintains any account (and 
4f there is more than one account the designa~ 
tions of each account) or safe deposit Lox or boxes 
and the names of all persons authorized to draw 
thereon or have access thereto. 


2.16. Absence of Certain Changes and Events. Since 


June 30, 1967: 
(a) Neither Fugazy nor any Subsidiary has declared, set aside o 
paid any dividends, whether payable in cash or in other assets, 
and has not declared, set aside or paid any stock dividends, 
or made any distributions of assets or cash with reference to 
its outstanding shares, or issued, sold, purchased or redeemed, 
or agreed to issue, seil, purchase or redeem, whether by stock 
split or otherwise, or granted any options for any of its 
sedunkbiaes 
(b) Neither Fugazy nor any Subsidiary has dis- 


“charged or satisfied any lien or encumbrance or paid any 


‘obligation or liability other than (1) liabilities reflected 
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on the Balance Sheet, or liabilities incurred since the date 


of the Balance Sheet in the ordinary course of business, or 
referred to in any pone P siathaie delivered to Diners 


pursuant to this hesaaiace. na (44) obligations and liabilities AW 


in connection with this Agreement and the transactions it 
contemplates ; 
(ec) Except for the pledge of accounts receiv- 
able to Travel Credit Corporation (which accounts will be re- 
leased at or prior to the Closing, as provided in Section 9.8 
hereof, neither Fugazy nor any Subsidiary has mortgaged, 
‘pledged, or subjected to lien, or sold or disposed of, or 
purchased or acquired, or made or amended any contracts or 
commitments for the sale, disposal, purchase or acquisition of, 
any assets, tangible or intangible, except transactions in 
the ordinary course of business and this Agreement; 
(a) Neither Fugazy nor any Subsidiary has can+ 
celled any debts or claims, except 4n the normal and ordinary 
(e) Neither Fugazy nor any Subsidiary has entered 
into any transaction of any kind except in the normal and 
ordinary course of business; 

(f) Neither Fugazy nor any Subsidiary has 
incurred any contingent obligation, by way of guaranty, 
endorsement, indemnity, warranty or otherwise; 

(g) Fugazy and each Subsidiary has continued to 
conduct its business, maintain its properties, and keep its 


books and records in its usual manner, and neither Fugazy nor 
any subsidiary has been a party to any merger or consolidation 


except as provided in this agreement; 
(n) The business and properties of Fugazy and 


its Subsidiaries taken as a whole have not suffered any 

, change or changes (including damage, destruction or loss, 
whether or not insured) having a mevertes adverse effect on 
that business or those properties taken as a whole, and ther 
financial condition of Fugazy and its Subsidiaries taken as 


a whole has not suffered any change or changes having a 
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material adverse effect on that financial condition; and, 


except in the ordinary course of business, neither Fugazy 
nor any Subsidiary has entered into or amended any contracts 
or commitments, or incurred any liabilities or obligations, 
except this Agreement and the liabilities and obligations 
arising out of it and out of the transactions it contemplates ; 
(4) Neither Fugazy nor any Subsidiary has made 
any commitment or incurred any liability to any labor 
union. or organization, or granted any general increase in 
wage or salary rates except as required by collective bargaining, 
granted any increase in salary. or in employment or retirement Vw 
in excess of $1,500 per annum in the aggregate, | 
benefits to any officers,’ entered into any employment contract (}} 


or accrued or paid any bonus or similar payment; and 


(3) No amendment has been made in either the 


Certificate of Incorporation or By-laws of Fugazy or any 
of its Subsidiaries, 


seein etace al 


Except as set forth in a schedule 


2.17; Litigation. 
(Schedule 9), signed by Otto Marx, Jv. and William D. Fugazy, ‘end. 


heretofore delivered to Diners, neither, Fugazy nor any MA, 

or prospective party ! 
Subsidiary is a party/to any suit, litigation, proceeding or tj 
ly 


governmental investigation. Neither Fugazy nor ary Subsidiar 
is a party to any pending or threatened suit, litigetion or 


proceeding (whether or not set forth in Schedule 9), which, 


- 4f adversely determined, would materially and adversely affevt 


the business, operations or property of Fugazy od its 
Subsidiaries as a whole. There is no outstanding or unsettled 
claim made or threatened against Fugazy or any Subsidiary 
which, if adversely determined, would materially and adversely 
affect the business, operations or property of Fugazy and its 
Subsidiaries as a whole, Neither Fugazy nor any Subsidiary 


4s in default under any order, judgment, writ or decree of 
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any court, governmental lida spsiiinie board, bureau, agency 
or instrumentality, nor, except as is.specifically set Poxth 
in Schedule 9, is there any order, writ, decree or judgment 
of any kind in existence enjoining or restraining ipaey 
any Subsidiary, or any officer of either from taking, or 


compelling same to take, any action of any kind. 


2.18. Authority. The execution, delivery and per- 
formance oF his Agreement by Fugazy, including, without 
limitation, the sale, conveyance, transfer and delivery 
contemplated hereby, have been duly and effectively authorized 
by Fugazy's Board of Directors (subject to the approval of 
Fugazy's shareholders, as referred to in Section 4.2 hereof). ° 
Fugazy has the right and power to enter into this Agreement 
and to perform the same, and neither the execution nor the 
performance of this Agreement nor the consummation of the 
transactions contemplated Hendy has resulted or will result 
in the breach of any term or provision of, or constitute a 
default under, any provision of Fugazy's certificate of oe 
corporation or by-laws, or any agreement, instrument or 
other restriction to which Fugazy or any Subsidiary is a 


party or is bound. 


2.19. Fugazy International, S.r.1, Except as is 
fully reflected on the balance sheet of Fugazy Internation eee 
if A Onpy of wach ad huukotng beam dibarrnd Te Duatra ‘ 
as at July 31, 1967, Fugazy International S.r.1. has no materi 


liabilities of any kind. 


2.20. Entire Affiliated Fugazy Enterprise to be 


2 


Acguired. i 3 assets and business to be acquired under 


this Agreement embrace the entire. enterprise and group of 
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affiliated enterprises of the business of Fugazy, with 


the exceptions of Fugazy Travel Bureau of Illinois, Inc. 

and Fugazy Philadeipnia, Inc., and, witn the exception. 
noted above, Fugazy or a Consolidated ‘Subsidiary, owns 

all of the shares of any and all Subsidiaries whose business 
4s part of or affiliated with the combined enterprise 

of Fugazy, and include all enterprises in any way affiliated 
therewith, and the good will thereof, Except ae specifi- 
cally indicated on any schedule delivered pursuant hereto, 
there 1s no property used or required for the future use 


of such businesses which is not owned by Fugazy, a Consolidated 


Subsidiary or Fugazy International S.r.1. 
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2,21 ean representation or warranty 
by Fugazy in this Agreement or in any Schedule or certificate 
or other document furnished or to be furnished to Diners 
pursuant hereto, or in connection with the Uieusaations con= 
templated hereby, contains or will contain any untrue state- 
ment of a material fact, or omits or will omit to state a 
material fact required to be stated therein or necessary 

to make the statements contained therGin not misleading or 
/necessary in order to provide a prospective purchase of 

the business of Fugazy and its Subsidiaries with proper 
information as to the business and affairs of Fugazy sina 
its Subsidiaries. if } 
ns 


Diners represents and warrants to Fugazy that: 


3.1. Organization of Diners. Diners is a corpora- 
tion duly organized and existing in good standing under the laws 
of New York, has full corporate power to carry on its 


i business, as it is now being conducted, and to own and 
operate the properties or assets now owned and operated by it. 
| 


3.2. Common Stock. The shares of Common Stock 
deliverable hereunder, when delivered as provided herein, 
will be validly issued and outstanding shares of Common Stock 


of Diners, fully paid and non-assessable, 


3.3. Authority. Diners has the right and power to 
enter into this Agreement and to perform the same. Neither 
the execution or the performance of this Agreement will 
result in the breach of any term or provision of, or con- 


stitute a default under, any agreement, instrument or 
or 


if 
: (\ other restriction to which Diners/is.a party or is bound. Ai 
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4, Covenants of Fugazy. 


Fugazy covenants that: 


| 
4.1. Merger of Subsidiaries. It is contemplated 


that, as of the time of the closing, all of the Consolidated 
Subsidiaries will have been effectively merged 

into Fugazy. Fugazy agrees, as promptly as practicable 

after the execution of this Agreement, to take all such action 

as may be necessary or appropriate to effectuate such mergers 

and to vest in Fugazy, as the surviving corporation, as of 

the Clozing, ali of the right, title and interest of such 

Subsidiaries in ali of the assets tangible and whatever 


kind or descrinticn., 


4.2. - Shareholders! Consent. Fugazy agrees that 


4¢ will as promptly as practicable after the consummation 

of the mergers xeferred to in Section 4.1 hereof, ebtain 

the unanimous written consent of all of the holders of all. 

the shares of every class. of its outstanding stock to the 
following: 

(a) This Agreement, its execution by Fugazy,_ 

‘and the sale >” assets of Fugazy pursuant to this Agreement; and : 

ae (b) An amendment to tte certificate of 
Sncorporation to change the name of Fugazy to some other name 
which will not include the word "Fugazy" or the word "traye 1" 
or the word "Bureau" or any word simiuar to any of them, 
and which will otherwise be ‘satisfactory to Diners, such 
amendment to take effect upon the consummation of the trans- 


actions required by this Agreement to be effected at the time 


of the Closing. 


« 
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4,3. Conduct of Business Pending Closing. From 


the date of this Agreement to the date of the Closing: 


(a) -Fugazy will not, without prior written 
approval of Diners, take any action or fail to take any . 
action which would cause the representations and warranties 
set forth in Article 2 to be untrue with respect to the 
period from the date of this Agreement to the time of. the 
Closing, except for changes resulting from the transactions 
contemplated or permitted by this Agreement; 

(b) Fugazy will permit representatives of 
Diners, its legal counsel and Messrs, Touche, Ross, Bailey 
& Smart, such access to its offices and records and will 


give to those representatives such information relating to 


the affairs of Fugazy as the representatives may reasonably 


request for purposes related to this Agreement; 

(c) Pugazy will use its best efforts, con- 
sistent with conducting its business in accordance with its 
own business judgment, to preserve its business organi zat Lor 

intact, to keep available to DFT the services of its | 
present officers and employees in order to pr .erve for DFT 
the good will of Purazy's clients, customers, suppliers and 
others having business relations with it; and 
(a) Fugazy will cause each Subsidiary and 
each Franchiseeto comply with the covenants in this Section 
4.3 as fully as though the Subsidiary or the Franchise had 


made enforceatle covenants to the same effect with Diners. 


(e) Fugazy will not enter into any © 
- franchise or similar agreement except with the prior 


written approval of Diners. 


4,4, Change of Fugazy Name. At or prior to the 
time of the Closing Fugazy will duly file in New York such 


documents as may be required: changing its name as provided 


in paragraph (b) of Section 4,2 and at or immediately after the 


time of the Closing wil? file such documents «3 may be 


%,. 
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reguired in all other states where it is qualified to do 


business as a foreign corporation, either causing its 


change of name to be made of record or withdrawing its 


qualification to do business. In addition, Fugazy will 


take such further action as may be reasonably required by 


Diners and DFT so that at or immediately after the time 


of the Closing DFT may file such documents with state 


autnorities as may be required to change DFT's name to some 


name including the words "Fugazy", "Travel", and "Bureau", 


or some other name as Diners and DFT shall determine and to 
qualify DFT to do business as a foreign corporation under 
such name as may be finally selected in all states in which 


Fugazy is presently so qualified. 


4.5. New Conference Approvals. Fugazy will take 
all actions requisite in order that, at or prior to the 
time of bie Closing, DFT (and its suecessor in name) shall 
’ be approver! by IATA,. ATC, TAPC, TPPC, RTPA and all other 
traffic conferences and associations as to which Fugazy 
now holds epprovals, such approvals to be'on a basis no 
less than those now held by Fugazy, provided, however, that, 


if under the applicable rules and regulations of any such 
conference or association, final approval of a transferee of 


the business of an approved member cannot be obtained prior 


to the actual transfer, provisional or temporary approval 
shall be sufficient for purposes of this Section 4,5. Fugazy 


whil also secure at or prior to the time of Closing any neces-~ 
sary consents by the above described traffic conferences and 
associations to the transfer hereunder of the outstanding 


stock of Fugazy International S.r.1l. 


4.6. Interest of Certain Individuals in Travelco 


Corporations, Otto Marx, Jr, William D. Fugazy and Louis 
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V. Fugazy (hereinafter referred to as the "Principal Officers") 


shall, at or prior to the time of the Closing, have divested — 
themselves of, and shall payee sed all members of their 

‘yespective families to divest themselves, of, any interest that any 

of the foregoing may have had, “irectly or adeniekty, in any 


Franchise, in Travelco, Inc. (Pa.) and in Travelco, Inc. (N.Y.) 


4.7 Travelco Option Agreements. (a). “WSth respect 


to Fugazy's: option agreements with Travelco, Inc. (Pa.), dated 
August 19, 1966, as amended and with Traveleo, Inc. (N.Y.), 
dabed June 19, 1967, as amended, providing for the purchase 

of the outstanding stock of Fugazy Philadelphia, Inc. and 

Fugazy Travel Bureau of Illinois, Inc., respectively, Fugazy 
agrees that at (i) will not sissies any amendment or 
modification of such option agreements without the prior written: 
consent of DFT and will fully perform, and will not default in, 
any of the obligations on its. part to be performed under such 
agreements, and (ii) will promptly an diligently pursue any | 
rights énat it may have to terminate such agreements upon the a 
respective optionee's Beans thereof, or for any other reason. 

(bo) Fugazy will, at or prior to the closing 
mus to DET an ppeyoeuble option in form and substance satisfactory 
to counsel for Diners to purchase the outstanding stock of Fugazy 
ree eres Inc. sa Fugazy Travel Bureau of Illinois, Inc. 
upon the expiration “or termination of the option with respect to 
each such :Company's Be Gar tonterase in the respective option 
agreements referred to above. The purchase price for the exercise 
of the option with respect to the stock of each such Company 
shall be $100. Fugazy will notify DFT promptly upon such expira- 
tion or termination of the presently outstanding option with 
respect to each such Company's stock and DFT shall, within 90 days 


thereafter, have the right to exercise its option with respect to 


such stock by delivering to Fugazy 4ts check for the option price. 


4.8. Unvercn OR « Rrayeyy wrth Cabee Fura Thaah Benran f) Eldiners, Inc. 
ty aurtlyn sky AWAKZ 0 fyAcr Ualtrea ktace fr ypr dm Ha Winidin Tones Gating 
15 G.Wacken Dowe, gap G Puygy (#4 wnth tiem ty nis 
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5.1. Organization of DFT. Diners covenants that 
4t will take action so that at or prior to the time of the 
Closing DPT will be a duly organized corporation under the 
laws of one of the United States, with corporate power to 


do all the things to be done by it as provided for herein: 
6. - Closing. 


6.1. Events. The Closing is the time when Diners 
shall deliver to Fugazy the amount referred to in paragraphs 


(a) and (b) of Section 1.2(a) and when Fugazy shall transfer 


its property and assets to DFT in accordance with 


“Article 1. 


6.2. Time. The Closing shall take place at 10 A.M., 
prevailing local time, on October 16,/ 1967, or on 
October 30 , 1967 if either party notifies the other ~~ 


on or before October 10 , 1967 that it desires to extend 


the Closing to that date. 


6.3. Place. The Closing shall take place at the 
offices of Diners, 10 Columbus Circle, New York, N.Y. 10036. 


6.4. Accounting Matters. For convenience of 


accounting, the transfer of the assets and business of 


Fugazy hereunder shall be 25 of the close of business on 


the day of the Closing. 
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7. Conditions to the Obligations of Fugazy and 


Diners. Unless the following conditions are satisfied at 
the time of the Closing, neither Fugazy nor Diners shall, 
in the respective discretion of each, be obligated to 


consummate the transactions contemplated herein: 


7.1. Escrow Agreement. The escrow agreement in the 
form annexed hereto as Exhibiv A shall have been executed 


and e Shaner by the parties named thereon. 


7.2 Listing. Diners shall have applied for the 
Y listing, or for che listing subject to offiaslnotice of W/ 
4, 
issuance, on the New York Stock Exchange of the 62,000 shares [ph 


of Common Stock to be issued by Diners hereunder. 


8. Conditions te the Obligations o” Fugazy. Unless 
the following conditions are satisfied at the time of the 
Closing, Fugesy shall, in its discretion, not be obligated 


to coreemmece the évansactions contemplated herein: 


8.1. Discovery of Mmitepresentations, Etc. Fugazy 
or } 
shall not have discovered any material error/ “enn g 


which in fact exists, or omission in-the representations 
and warranties by baneve th Article 4. and Diners shall 
have performed and complied with all agreements and con- 
ditions to be performed or complied with by it or DFT prior 


to or at the Closing. 


8.2. Representations, Etc., at the Time of the Closing. 
The facts and conditions represented and warranted by Diners 
in Article 3 to have existed on the date of this Agreement 


shall exist, also at the time of the Closing. 


8.3. Performance of Covenants. Diners shall have 


complied with its covenants in Article. 3. 


8.4, Corporate Actions. All corporate actions shall 
have been validly and legally taken by the directors and 
officers of Diners to authorize ana make valid the performance 


by Diners of its obligations hereunder. 


8.5. Opinion of Diners' Counsel. Fugazy shall have 
been furnished with an opinion, dated the day of the Closing, 
‘sk satisfactory in substance to Messrs. Kramer, Marx, 
Greenlee & Backus, by Messrs. Hays, Sklar & Herzberg, to 


the effect that: 


(a) Diners is a corporation duly organized 
and existing in good standing under the laws of 
the State of New.York. : 


(b) The shares of Common Stock of Diners 
to be delivered hereunder will, upon delivery 
4n accordance with the terms hereof, be validly 
issued, fully paid and nonassessable, 
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(c) Diners has full power and authority 
to make, exeante, deliver and nerform this 
Agreement, and this Agreement has been duly 
authorized and approved by proper corporate 
action of Diners and constitutes the valid and 
legally binding obligation of Diners in accord- 
ance with its terms. 


(a) .DFPf Corp. 4s a corporation duly organized 
and existing in good standing under the laws of 
one of the United States (specifying the State) 
and has the corporate power to own the properties 
and assets of Fugazy transferred to it in accord~ 
ance with this Agreement and to carry on the 
business carrjed on by Fugazy. , 

8.6. Certified Resolutions, Etc. Fugazy shall have 
been furnished with certified copies of the resolutions of 
Diners Executive Committee or Board of Directors (a) authoriz- 
ing the execution, delivery and performance of this Agreement, 
and the transactions provided for herein and (b) authorizing 
the issuance and delivery of the 62,000 shares of Common Stock 


of Diners pursuant to the provisions of «his Agreement, 


9. Conditions to Obligations of Diners. Unless 
the following conditions are satisfied at the time of the 
Closing, Diners shall, in its discretion, not be obligated SO. 


consummate the transactions contemplated herein: ae 


9.1. Discovery of Misrepresentations, Ete. Diners 


ace atte hntaeemeennarnet 


. shall not have discovered any material error, or misstatement, 


which in fact exists, or omission in the representations or 
warranties by Fugazy -in this Agreement or in any schedule or 
other instrument delivered pursuant to this Agreement, and 
Fugazy, the Subsidiaries, the Franchisees and Fugazy's share- 
holders shall have performed or complied with all agreements and 
conditions to be performed or complied with by them, or any of 


them, prior to or at the Closing. 


9.2. Representations, Etc, at the Time of the Closing. 
The facts and conditions warranted and represented by Fugazy 


in this Agreement to have existed on the date of this Agreement 


‘shall exist, also at the time of the Closing, exoepting only 


changes resulting from transactions contemplated or permitted 
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“py this Agreement. 


9,3. Performance of Covenants. Fugazy shall have 


complied with all 4ts covenants in Article 4. 


9.4, Shareholders' and Other Corporate eee oe 
sents. The shareholders of Fugazy shall have given their 
consent and approval to the actions referred to in clauses ‘en 
tis Fen . of Section 4.2. All corporate actions (if 
shall have been validly and legally taken by the directors 
and officers of Fugazy to authorize and make valid the 
transfer of its property and assets and the performance of 


its obligations hereunder. 


9.—, Approvals. The conference approvals referred 


to in Section 4.5 shall have been obt..i:.2d by DFT. 


9.6. Investment Letters and Indemity Agreements. 


The investment letters referred to in Section 10.1(b) and 


the indemnity agreements referred to in Section 11.2(b) shall 


have been delivered to Diners. 


9.7. Liftig Release. Diners and DFT shall 
have received an instrument from Liftig, in form and substance 
satisfactory to Messrs. Hays, Sklar & Herzberg, wherein Liftig 
releases Diners and DFT . from any claim for any fee, 
commission or the dike in connection with his participation 
in bringing about this Agreement and the Verhecty acre con- 


templated hereby. 


9.8. Arrangement with Travel Credit Corporation. 


Pugazy shall have made such arrangements with Travel Credit 
Corporation, in form and substance satisfactory to counsel 


for: Diners, Messrs. Hays, Sklar & Herzberg, in order that 


all accounts receivable of Fugazy pledged to Travel Credit 


Corporation may be delivered to DFT free and clear of any 
interests therein held by; Travel Credit Corporation. 
Further, Fugazy shall have delivered to Diners, prior to 
or at the Closing, a certificate of Travel Credit Corpora- 
tion, in stn and substance satisfactory to Messrs. Hays, 
Sklar & Herzberg, to the effect that it no longer has any 


interest in such accounts receivable. 


9.9 No Legal Proceedings, Btc. No ection or pro- 
ceeding before a court or other eovestmenbal body or agency. 
shall be pending or tivbakend by third parties against 
Fugazy, Diners or DFT or any of their directors or articeds 
which would result in enjoining and preventing the con- f 
summation of the transactions contemplated herein or the (Ir 
4mposition of liability in penpect thereof. No law or a) 
administrative ruling or order shall have been enacted or ( material ) 


adopted which, in the opinion of Messrs. Hays, Sklar & 7 
Ay 


r impose aryadditional\burden on a 
Herzberg, would make unlawful /the ownership or conduct by 


Diners, any subsidiary of Diners or DFT of the business or 


any material part thereof heretofore carried on by Fugazy. 


9.10. No Adverse Change. During the period from 
: material f 
June 30, 1967 to the Closing there shall have been no/adverse WI 
| 
change in Fugazy's financial position, assets, liabilities, 


business, or results of operations. Diners, if it, SO 


requests, shall have received letters from Messrs. Touche, 
Ross, Bailey & Smart and/or J. K. Lasser & Company stating 
that, in their respective opinions, based upon a limited 


review (but not an aud.t) of the latest intewim financial 
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statements .and discussions with officers of Fugazy, 


nothing has come to their attention which in their judgment - 
would indicate that, during the period from June 30, 1967 

to a date not more than five days prior to the Closing, 

there has been any material adverse change in the financial 


position, assets, liabilities, business or vesults of u 
operations of Fusazy, including without limitation the with-(V 


Qrawal or threatened withdrawal of any traffic conference or /{if 
/ 


association approval. 
- 9.11. Opinion of Fugazy's Counsel. Diners shall 


have been furnished with an opinion, dated the day of the 
Closing, satisfactory in form and substance to Messrs. 
Hays, Sklar & Herzberg, by Messrs. Kramer, Marx, Greenlee 
& Backus, to the effect that: 


(2) Fugazy is a corporation duly organized 
and existing in good standing under the laws 
of the State of New York and has the corporate 
power to own the property it owns and to carry 
on the business it carries on, and is duly 
qualified to do business and is in good standing 
as-a foreign corporation in all jurisdictions 
in which the character of its properties or the 
nature of its business makes. such qualification 
by Fugazy necessary; 


(bo) The Consclidated Subsidiaries have 
been duly merged into Fugazy and all of the 
rights and assets of such Consolidated Sub- 
sidiaries have been effectively vested in 
Fugazy; ; 


(c) Fugazy International Sori. ts 
duly organized and existing under the laws of 
the jurisdiction of its 4ncorporation, and 
neither the character nor the location of its 
properties nor the nature of the business trans- 
acted by it requires its qualification as a 
foreign corporation in any jurisdiction; 


(a) Fugazy.is the duly registered owner of 
all of the capital of Fugazy International S.r.1.,; 
and all such capital validly issued, fully paid 
non-assessable; , 
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(e) Fugazy has full power and authority 
to make, execute, deliver and perform this 
Agreement, and this Agreement has been daly 
authorized and approved by proper corporate a2- 
tion of Fugazy (including the consent and: ap~ 
proval of its shareholders) and constitutes the 
valid and legally binding obligations of Fugazy 
in accordance with its terms; 


(f£) Fugazy has the right and power to 
transfer its property and assets, including its 
rights in all those contracts listed in 
Schedules 4, 5 and 6, its agreements with 
Franchisees and all leases, all in accordance 
with this Agreement and without the consent of 
any other party except for such consents as 
shall have been obtained, and after the trans-~- 
fer, DFT will be fully vested with all the 
right, title and interest of Fugazy in such 
property and assets. 


(g) All due procedures have been followed 
4n the obtaining by Diners or DFT of the 
conference approvals referred to in Section 
8.5 and such approvals are valid and in good 
standing; and 

(n) They do not know of any litigation 
or proceeding or governmental investigation, 
pending or threatened, against or relating to 
Fugazy or any Subsidiary or their respective 
businesses or properties or the transactions 
contemplated by this Agreement, or any legal 
impediment to the operation by DFT or Fugazy's 
properties and business in the ordinary course, 


Such opinion shall also peate te such other matters 
relating to this Agreement and the transactions contemplated 
hereby as reasonably may be required by Diners or its 
counsel. 

Insofar as such opinion relates to or involves 


matters of law of any jurisdiction other than the United 


States or the State of New York,” the same may be rendered 
in reliance upon (or there may be substituted for the 
same) an opinion or shrew ok local legal counsel 
satisfactory to Messrs, Hays, Sklar & Herzberg, copies of 


which shall be furnished to Diners. 


9.12. Certified Resolutions, Ete. Diners shall 

have been furnished with certified copies of (a) the resolu- 
tions of Fugazy's Board of Directors authorizing the execution, 
delivery and performance of this.Agreement, and the trans- 
actions provided for herein, and (b) the resolutions of 


Fugazy's shareholders with respect to the transactions 


9.13. Officers' Certificate. Diners shalt have 
been furnished with a certificate dated the day of Closing, 
signed by Fugazy's Chairman of the Board and President, to the 
effect that the conditions in Sections 9.2 through 9.4, 
Section 9.8 and Section 9.10 have been complied with and that 
after reasonable inquiry,. they do not believe Strat any 
action or proceeding of the kinds described in Section 9.9 
is pending or threatened. The certificate shall constitute 
a representation and warranty by Fugazy that the matters 


stated therein are true. 
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9.14 . Legal Matters, Etc. All actions, 


proceedings, instruments and documents required to effect 
the transactions provided for in this Agreement, or 
incidental thereto, and all‘other related legal’ matters 
shall be satisfactory in form and substance to Messrs. fuga, 
Sklar & Herzberg, and said firm shall have furnished Diners 
with a favorable opinion covering such matters as Diners may 
request, which opinion may be based in whole or in pert on 
the opinion of Messrs. Kramer, Marx, Greenlee and Backus 
furnished pursuant to Section 9.11 and such other legal 
eounsel as Messrs. Hays, Sklar & Herzberg may approve. 

9.15 . Interests in Travelco Corporations. 
Affidavits of the Principal Officers , in form and 
substance satisfactory to counsel for Diners, es the effect 
that they and members of their respective families shall 
have divested themselves of any interest, direct or indirect, 
that they may have had in any *ranchise, in Travelco, Inc. 


(Pa.) and in Travelco, Inc. (N.¥.), shall have been delivered 


to Diners. 


9.16. Fugazy Travel Bureau, Inc. of Palm Beach 
County, Florida, Fugazy Travel Bureau, Ino. of Palm Beach 


County, Florida shall nave been dissolved. 


9.17. Schedule 7 Consents. The appropriate consents 
to the assignment and transfer of the agreements listed in 
“Schedule 7, as provided for in Section 2.11, shall have been 


obtained. 


hen 
¥ . 
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10, Provisions with Respect to the 
62,000 Shares of Common Stock. 


10.1. Investment Representations. 

(a) This Agreement ard the issuance of 
Common Stock by Diners hereunder is made by Diners upon 
the representation by Fugazy that it is acquiring such Common 
Stocl: for investment for its own eccount and with n. present 
intention of dividing its ownership with others or reselling 
or otherwise distributing the same and that it will not make 
any disposition, aistribution or transfer of any interest 
in any of the Common Stock in the absence of an effective 
registration statement for such shares under the Securities 
Act of 1933, unless Diners shall have received from its counsel 
an opinion to the effect that registration is not required 
under the Act. 

(b) Fugazy agrees that at or prior to the 


Closing it shall deliver, or cause to be delivered, to Diners, 


from itself and from liftig, a letter agreement in the form 
annexed hereto as Exhibit Be 

(c) All the Common Stock 4ssued by Diners to 
Liftig and Fugazy pursuant to this Agreement will be endorsed 
by Diners with the following legend: 


"Mis certificate has been issued 
pursuant to an agreement dated : 
1967 to which The Diners' Club, Ine. is 4 
party, and may not be sold, assigned or 
transferred unless and until covered by an 
effective registration statement under the 
Securities Act of 1933, as amended, or un- 
less and until Diners receives an opinion 
from its counsel that such registration 
4s not required." 


10.2. Registration. 


(a) If, at any time subsequent to January 1, 
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1968, Diners shall file with the Securities and Exchange 
Commission a registration statement on Form S-1 with respect only to 
shares of Common Stock, Diners. ‘shall notify the registered 
holders of any shares ium ts the legend provided for in 
Section 10. 1(c) hereof at least 60 days prior to the filing 
of such registration statement. | Each such holder shall 
have the right to have such shares (but not less than all 
of such shares held by all such registered holders) in- 
“eluded in such registration statement provided all such 


holders give notice to Diners within 15 days after receipt of notice . 
from Dineen _Fequesting registration of all such shares helé by then 
and stating the intended mevhods of distribution and, upon ma svment 


in advance (or providing security satisfactory to Diners) 

of an amount sufficient to reimburse Diners for the expenses 
payable by such holders pursuant: hereto; provided, however 
that the 4ntended method of distribution by such holders 

* shall ve be through the facilities of a national securities 
exchange, as defined in the Securities Exchange Act of 1934, 
that any underwriter in the “@istribution of such shares shall 
be satisfactory to Diners, that such holders shall have agreed 
with Diners to complete the disposition of such shares or to 
withdraw from sale any unsold shares within h4O days after 


the effective date of the registration statement, 


- Such holders shall reimburse Diners 


A-556 
for that portion of the expenses of registration (including 


registration fees, printing costs, auditing and legal fees 
and other incidental expenses) as the fair market value of 


such shares being registered for such holders bears to the 


fair market value of all the shares being registered. : 
®) () If Diners shall not have filed any such | 

eateteition ebacenene subsequent to January i, 1968 and 

before January 1, 1969, then, provided there are outstanding 

more than 25,000 shares bearing legend provided for in | 

Section 10.1(c) hereof, the registered holders thereof 


(out not less than all of them)may, at any time after January 1, 1969, 


notify Diners that they desire that Diner: file such a 


registration statement, but only with respect to.all such 


shares then owned by all such holders. /uUnless Diners shall have 


\ 


received an opinion from its counsel that registration is not re- 
quired, or if Diners and all such registered holders, together pro- 
ceeding expeditiously and in good faith after such notice, cannot 
obtain from the Securities and Exchange Commission a "no-action" 
letter with respect to the sale of such shares, then Diners shall 
promptly file a registration statement and use its best efforts 

to cause such registration statement to become effective. 


Diners may include in such registration state- 


ment such other of its securities as it may desire. Anything 
to the contrary notwithstanding, Diners nee? not file any 
such peeletretion statement until it may lawfully use its 
regularly prepared fiscal year end financial statements, 

as a part of such registration statement. The notifying 
holders shall pay Diners in advance an amount sufficient to 
reimburse Diners for one-half of all registration fees, 
printing costs, auditing fees (but only in excess of normal 
fees paid by Diners for its fiscal year end audit), legal 


fees and all other incidental out-of-pocket expenses in- 


curred in connection with such registration statement. / 
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(c) Any registration by Diners of shares of 


Common Stock bearing the legend provided for in Section 
10.1(c), whether under paragraph (a) or (b) of this Section 
10.2, shall be conditioned upon the holders of such shares 
delivering to Diners, its officers, directors and any person 
controlling Diners within the qeuitne of the Securities Act 
of 1933 an indemnity agreement, in customary form, indemnifying 
such persons against liabilities based on untrue statements 
in or omissions from the registration statement made in re- 
liance on information furnished to Diners by such holders. 
Diners shall correspondingly indemnify such holders for state- 
ments made therein which are furnished by BANEES as 

(ad) Anything herein to the contrary notwithstanding, 
Diners' obligation to register shares urder either paragraph (a) 
or (bd) of this Section 10.2 shall cease and terminate upon the. 
‘happening of either of the following: 

(1) the filing by Diners subsequent to January 
1, 1968 of a registration statement on Form S-1 for shares of 
its Common Stock and its wempitance with the provisions of 
paragraph (a). above with respect thereto, or 
(44) the registration by Diners of its Common 

Stock pursuant to paragraph (b) above. 

(e) For purposes of paragraphs (a) and (b) of 
this °.7Section 10.2 the shares of Common Stock issued to 
Liftig pursuant to Section 1.2(b)(1) and any shares of Common 
Stock held in the Escrow Fund under the Escrow Agreement (but 
only for a6 long as such shares are retained in such Fund) © 
shall not be considered "shares outstanding bearing the legend 
provided for in Section 10.1(c)" and the holders of such shares 
shall not be entitled to any eralee under said paragraphs (a) 
and (b) with respect thereto, 
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‘ll. Miscellaneous, 

11.1. Survival of Representations, Warranties and 
Covenants. In addition to the representations and warran- 
ties of Fugazy contained this Agreement » all statements 
contained in any Schedule, certificate, opinion or other 
document delivered by or on behalf of Fugazy pursuant hereto 
or in connection with the transactions contemplated hereby 
shall be deemed representations and warranties by Fugazy 
herein. All such representations, warrenties and covenants 
shall survive che time of the Closing and any investigation 
made by or on behalf of Diners. : 

(11.2. Indennification. : 


Fugazy and ; | 
(a) /the Principal Officers shall jointly if 


and severally indemnify and hold harmless Diners and DFT 


against and in respect of losses sustained by either of 


: 


them by reason of: 
(14) The non-collectibility of the 


"Accounts Receivable, Notes Receivable and 
Investments in and Advances to Pranchis- 
ees of Fugazy shown on the Closing 
Statement, in an amount equal to 

(A) the amount of Fugazy's 
Accounts Receivable (less reserve), as 
shown on the Closing Statement to be 
delivered pursuant to Section 1.3 here- 
ot; which shall not have been collected 
by DFT as of December 1, 1967, plus 

(B) the amount of each item in- 


eluded under the captions Notes 
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Receivable and Investments in and 


Advances to Franchisees, as shown on 
such Closing Statement, which shall not 
have been collected by DFT, at its ma- 
turity insofar as any such item has a ! 
fixed maturity date, or on or before 
December 1, 1967 insofar as any goo teen 
has no fixed maturity date. 
(11) any and all liabilities and obliga- 
tions of ard claims against Fugazy or any of its 
‘subsidiaries not expressly assumed by DrT pur- 
suant to this Agreement; 
(441) any and all daieane or deficiency 
resulting from any misrepresentation, breach 
of warranty or non-fulfillment of any covenant 
on the part of Fugazy under this Agreement or 
from any misrepresentation in, or omission 
from, any certificate, opinion or other eheneas 
ment furnished or to be furnished to Diners 


hereunder; ana 


(iv) any and all actions, suits and pro- 


ceedings, demands, assessments, judgments, 


costs and legal and other expenses incident to 


the foregoing. 


subsequent thereto. a nanan 


‘++ Stine: aaiempenenenceennpemvnmmunmemntel 
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ny payments to be made under this Seation 11,2 


by Fugazy and the Principal officers shall (before be- 


ing, enforced directly against Paaney or the Principal Share- 


een Vas 
holders) be Tirst 


charged against the $200, UUU add‘ tional 
reserve to be-established by Diners upon the Closing pursuant 
to Section 1.3(c), then charged against the aggregate amounts, 
if any, which have become due and payable tothe Principal 
Officers pursuant to their employment agreements with 


DFT, and then made out of the Escrow Fund 


{in the form of Common Stock) held by the Eserew Agent under 


the Escrow Agreement (to the extent such Common ©%sock is 
available), ~ 
(bo) Fugazy shall cause the Principal 


Officers to execute and deliver to DFT at the Closing an: 
undertaking in the form attached hereto as Exhibit G4 
whereby each of them agrees to be bound by the indemnifica- 
tion set forth in paragraph (a) of this Section 11.2. 

{c) For purposes of determining the amount 
of uncollected Accounts and Notes Receivable under para-~ 


graphs (a)(i) of this Section 11.2, in any case where a 


party who is indebted to Fugazy as of September 30, 1967 
becomes indebted £0 DFT on an obligation arising subsequent 
to that time, all payments received from such debtor shall 
be applied to the earliest outstanding indebtedness, except 
(i) where such payment is otherwise clearly identifiable as 
being applicable to a specific indebtedness, or (11) where 
the payment is not so identifiable and has been made on a 
date when the outstanding dpdebeeanons, as of September 30, 


1967, shall have been past due, in which case such payment 


shall be applied pro rata to the indebtedness outstanding at 


the time of the Closing and the indebtedness incurred 


at ara a 
Quuud halt Wat bow 
hae rerio 


: $ wo Andhea led 
Ohh | SRR carat 
Wee t ( 
he ela late 
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11.3. Notices. All notices pursuant to this 


Agreement shall be in writing.. A notice to Diners or DFT 
shall be sufficient in all respects if delivere vr mailed, 
tirst class postage prepaid to Alfred s. Bloomingdale, 
Chairman of the Board and President, The Diners! Club, Inc., 
10 Columbus Circle, New York, N.Y. 10019, with a copy there- 
of to Julian L. Weber, Sec, Messrs. Hays, Sklar & dechene. 
200 Park Avenue, New York, N.Y. 10017. A notice to Fugazy 
shall be sufficient in all respects if delivered or mailed, 
first class postage prepaid, to William D. Fugazy, Presi- 
dent, Fugazy Travel Bureau, Inc., 488 Madison Avenue, New 
York, N.Y. 10017, with a copy thereof. to Henry M. Marx 
Esg.,: Messrs. Kramer, Marx, Greenlee & Backus, 29 Broadway, 
New York, N.Y. 10005. Either party by notice in writing 
Gelivered or mailed to the other may change the nance or 
address or both to which future notices to it shall se 


Gelivered or mailed. 


11.4.: Successors, This Agreement and each of 
4ts terms and conditions shall bind and inure to the benefit 
of the parties hereto and their respective successors and 
assigns. This iAapeenent cannot be assigned by either party 


without the written consent of the other party. 


11.5. Brokerage. Diners and Fugazy each repre- 
sent to the other that there was no broker, finder, agent 
or other person instrumental in bringing about this Agree- 
ment except Liftig, and that no other broker, finder, agent 
or other person has any. connection with the transactions 
ecntemplated herein which would entitle him to, or result 
in, any fee, commission, compensation, charge or claim for 


damages. Fugazy agrees to indemnify ana hold Diners and 


DFT harmless against aby Statue for fees, commissions or 
the iike asserted by Liftig against them or either of them. 
Diners and Fugazy each represent to the other that no con- 
versations, prior negotiations or other dealings were had 
with any broker (except, in the case of Pugazy, with Liftig) , 


covering the matters and transactions covered by this Agree- 


ment. 


11.6. Entire Agreement. This Agreement embodies 


the entire agreement between the parties with respect to the 


transactions contemplated herein, and may not be changed in 


any manner except by a writing signed by the parties hereto. 


11.7. ‘eadings. The article, section and other 
headings contained in this Agreement are for reference 
purposes only and shall not affect the interpretation or 


meaning of this Agreement. 


11.8, Counterparts. This Agreement may be exe- 
cuted in two or more counterparts, each of which shall be 
deemed an original, but all of which together shall consti- 


tute one and the same agreenent. 


11.9. New York Law, This Agreement is being 
delivered and is intended to be performed in the State of 
New York and shall be construed and enforced in accordance 


with the laws of¢that State. ~ | 


IN WITNESS WHEREOF, the parties hereto have 
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respectively caused this Agreement to be executed by 


their duly authorized officers as of the day and year 


first written above. 


THE ea CLUB, rig 
a 

py_/ pu (its aoa 
Attest: ean VP. 


We. oo eee 

(Seal) 
FUGAZY TRAVEL BUREAU, INC, \ — 
le oe 
pee, Ml 

Attest: 


[Seal] 


PLAINTIFFS' EXHIBIT 6 


FUGAZY TRAVEL BUREAU, INC. 


. ‘ 
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SCHEDULE OF SHAREHOLDERS OF RECORD 


” AS OF SEPTEMBER 25, 1967 


OO ot eS ee ee 


MARK & CO., INC. 
JOHN SUMMERLIN 
THOMAS P. JOHNSON 
RICHARD L. NEWEURGER 
BERVICE G. STRAUS 
SUSAN S, WETYAN 

LYNN S, JACOBSON 
JOAN S. SCHIARTZ 
FREDERICK W. STRAUS 


DUDLEY C. SHARP 


TOTAL OUTSTANDING 


SHARES 


OUTSTANDING SHARES 


‘ Common Stoci 6% Cum. Pfd. 6% Cum. Pfd. 
($10 per value) ($20 par value) ($15 par value) 


“eepso aay ~~ —Ci(‘(w kw SO 666 


450 


4,500 9,950 2,997 


—— 


(a) Includes 2,250 shares Meld for the bencficial interest oz 


William and Louis Fugazy; such stock to be distributed after 
repayment of all obligations of the Company, retirement of 
the preferred stock and accumulated dividends, and the return 


of the initial inves 


tment in the .Coupany by Marx & Co., Inc. 


The abové is a true and correct listing of the holders of record of cach 
class of capital stock of Fugazy Travel Bureau, Ine. as of the close of 


business September 25, 1967. 


Cr) —. 


Otto Marx, Jr. Chainunan of the Board 


William Deais Fugazy, Presidca 


SUALDUL™ 1 TT Exn C 
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SCHEDULE 2A 


FUCGCAZY TRAVED BUR BAU TNC. 


SCHEDULE SHOXING BASIC CORPORATE INFORMATION OF CERTAIN WHOLLY-OWNED SUBSIDIARIES (NOT CONSOLIDATED AS OF JUNE 30; 1967) 


AS OF SEPTEMBER 25, 1967 


® 


FUGAZY TRAVEL BUREAU OF ILLINOIS, INC. FUGAZY PHILADELPHIA INC. FUGAZY INTERNATIONAL S.xr.l. 


Incorporation : Illinois Pennsylvania Italy 
neorporation February 5, 1959 August 17, 1966 December 2, 1954 
tock: ’ 
rized : 1000 shs @’$100 p.v. 1000 shs @ $10 p.v. 90 shs @ 10,000 lire 
anding 10.shs 1000 shs 90 shs 
ers: ‘ 
y Travel Bureau, Inc. 100% (a) 100% (a) 100% 
. to do busivzss other J 
in place of incorporation New York New Jersey None 
ject to option to purchase as described'in Section 4 of this agreement. : , 

og pe 


William Denis Fugazy, President 
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FUGAZY TRAVEL BUREAU, INC. 


i 


SCHEDULE OF SHAREHOLDERS OF RECORD 


MARX & CO., INC. 
JOHN SUMMERLIN 
THOMAS P. JOENSON 
RICHARD L. NEWBURGER 
BERNICE G. STRAUS 
SUSAN S. WETMAN 
LYNN S. JACOBSON 
JOAN ©. SCHIARTZ 
FREDERICK W. STRAUS 


DUDLEY C. SHARP 


TOTAL OUTSTANDING 


SHARES 


-(a) Includes 2,250 shares held for 
William and Louis Fugazy; 


. 


"AS OF SEPTEMBER 25, 1967 


SZHEDULL 1 ~ 


OUTSTANDING SHARES 


Comnon Stock 6% Cum... Pid, 6% 
($10 per value) ($20 par value) 
“oasegay ag 

450 
4,500 9,950 


ee nnn nner neni 


Cum. P£d. 
ar value 


666 


the vencficial interest of 


such stock to be distributed after 
repayment of all obligetions of the Compcay, retirement of 
the preferred stock and accumulated dividends, and the return 

_of the initial investment in the Coxpany by Marx & Co., Inc. 


The above is a true and correct listing of the holders of record of each 
class of capital stock of Fugazy Travel Bureau, Inc. as of the close of 


business September 25, 1967. 


a 


ee | 


Otto Marx, Jr.,; Chaiuman of the Board 


William Denis Fugazy, Presiden 


sc 


Plece of Inc 
Date of Inco 
Capital stoc 

Authoriz 


Qutetand 


Shareholders 
Fugazy T 


Qualified to 
. than in 


(a) Subjec 


SCHEDULE 2A 


FUGAZY TRAVEL BUREAU, DNC. ; : : 


HOWING BASIC CORPORATE INFORMATION OF CERTAIN WHOLLY-CYNED SUBSIDIARIES (NOT CONSOLIDATED AS OF JUNE 30, 1967) 


AS OF SEPTEMBER 25, 1967 


FUGAZY TRAVEL BUREAU OF ILLINOIS, INC. FUGAZY PHILADELPHIA INC. FUGAZY INTERNATIONAL S.r.l. 


ail 


on. . Illinois Pennsylvania ~ Italy 


n os February 5, 1959 oe December 2, 1954 
Be > 
ms 
1000 shs @ $100 p.v. 1000 shes @ $10 pave | 90 shs @ 10,000 lire - % 
10. shs 1000 shs 90 shs 
eau, Inc. . ne 100% (a) 100% (a) * "200% 
ness other oe ae , 
; incorporation New York - New Jersey _.. None 
/ 


lon to purchase as described in Section 4 of this agreement, 


SCHEDULE 2A. 
Ai 


FUGAZY TRAVEL BUREAU, ING. 


SCHEDULE SHOSING BASIC CORPORATE INFORMATION OF CERTAIN WHOLLY-OWNED SUBSIDIARIES (NOT CONSOLIDATED AS OF JUNE 30, 1967) 


AS OF SEPTEMBER 25, 1967. 


a cg me eee ee teers 


FUGAZY TRAVEL BUREAU OF ILLINOIS, INC. FUGAZY PHILADELPHIA INC. FUGAZY INTERNATIONAL S.r.1. 


Plece of Incorporation ; : Illinois Pennsylvania Italy 


Date of Incorporation February 5, 1959 August 17, 1966 December 2, 1954 


Capital stock: 


Authorized : . 1000 shs @ $100 p.v. 1000 shs @ $10 p.v. 90 shs @ 10,000 lire 
Qutstanding 10 shs 1000 shs 90 shs 


Shareholders; ; 
Fugazy Travel Bureau, Inc. 100% (a) 100% (a) 100% 


Qualified to do business otner 
than in place of incorporation New York New Jersey None 


\ 
\ \ ; 
=a i 


Otto Marx, Irs, Chairman ‘of the Board 


William Denis Fugazy, President fo 


(a) Subject to option to purchase as described in Section 4 of this agreement. 
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| BEST COPY AVAILABLE 


‘ Oe! 
GAZY TRAVEL BUREAU, INC. 


© OF FEDERAL AND STATE TAX RETURNS NOT FILED 


AS OF SEPTEMBER 25, 1967 


IGAZY TRAVEL BUREAU, INC. 


Consolidated Federal Income Tax Return 


New York State Franchise Tax 

New York City Corporate Income Tax 
Ohio Property Tax 

Minnesota Income Tax 

Pennsylvania Income Tax 


INC. OF CALIFORNIA 


GAZY TRAVEL BUREAU, 


California State Frauchise Tax 


UGAZY TRAVEL BUREAU, INC. OF SAN FRANCISCO 


California State Franchise Tax 


INC. OF DALLAS, TEXAS 


UGAZY TRAVEL BUREAU, ; 


Texas Corporation Franchise Tax 


FUGAZY TRAVEL BUREAU 


i aed otadl An aataialaD nn rece ee 


NC. OF ILLI 


FUGAZY PHILADELPHIA, INC, 


Pennsylvania Income Tax 
New Jersey Franchise Tax 


FUGAZY TRAVEL BUREAU, INC. OF WASHINGTON, D.C, 


District of Columbia Corporation Franchise 


FUGAZY TRAVEL BUREAU, INC. OF ORANGL-ROCKLAND, 


INC. 


New York State Franchise Tax 
New York City Corporation Income Tax 


WESTHEIM TRAVEL SERVICE,- INC. OF STAMFORD 


en 


Connecticut Corporation Tax 


WESTHEIM TRAVEL SERVICr., 


New York State Franchise Tax 
New York City Corporation Income Tax 


FUGAZY INCE:VTiVe CORPORATION 
New York State Franchise Tax 
TRAVEL, INC. 


eran neater meena ena 


District of Coluabia Corporation Franchise 


Sn nero 


SCHEDULE 2C 


Tax Returns Not Filed For The 
Years Ended September 30. ; 


1965 and 1966 


1966 
1966 
1966 
2966 
1566 


1964, 1965 and 1966 


1964, 1965 and 1966 


1966 


1966 
1966 


1966 


1966 
1966 


1966 


1966 
1966 


1966 


1966 


SCHEDULE 2C 


Queene 


Tax years opened on Federal - : taxes for all corporation: Fiscal Years ended 
April 30, 1961, short period May 1, 1961 through September 30, 1961, and Fiscal 


Years ended September 30, 1962 through 1966. 


te ee eal 


Otto Marx, Otto Marx, Jr.,\ vie i of the Board 


heen Nee ale taw 
William Denis ee ; gn reer 


SCHEDULE 2D 


« 


. 
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FUGAZY TRAVEL BUREAU, INC. 


SCHEDULE OF AUTOMOBILES UTILIZED s 


PER SECTION 2.6 OF THE CONTRACT : . 


New York, New York - 488 Madison Ave. 
New York, New York - 488 Madison Ave. 
Detroit, Michigan 

Detroit, Michigaa 

El Segundo, California 

New York, Dial-A-Tour, Inc. 


AUTOMOBILE STATUS OF USE 
1967 Lincoln Sedan Rental 
1965 Lincoln Sedan Owned 
1967 Mercury Courtesy Loan 
1967 Comet Station Wagon Rental 
1966 Ford Mustang Rental 


1965 Buick Station Wagon Owned 
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ee Oe eee 
LS 
Otto Hacx, Jr., Chairman! of the Board 


sa a eee 
William Denis Fugazy, Presicent 


‘e ne Tae : SCHEDULE 3 


FUGAZY TRAVEL BUREAU, LN Ce 


LIENS AND LIKE ENCUMBRANCES UPON PROPERTIES AND ASSETS, NOT REFLECTED IN THE CONSOLIDATED BALANCE SHEET 


AS OF JUNE 30,. 1967 


NONE 


centre 


Otto Marx, Jr., Chairman’ of the Board 
\ 


in 


Williaa Denis Fugazy, Presidepe 


a 
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FUGAZY TRAVEL BUREAU, INC. 


SCHEDULE OF BRANCH FRANCi).SE AGREEMENTS 


DATE OF AGR REEMENT 


june 17, 1966 
June 24, 1966 


June 30, 1966 
July 15, 1966 
July £5, 1966 
Aug. 19, 1966,48 amd. 2|1167 
Aug. 23, 1906 
Sept. 7, 1966 
sept. 30, 1966 


Oct. 3, 1966 
Nov. 10, 1966 
Nov. 23, 1966 
Nov. 29, 1966 
Dec. 5, 1966 
‘Dec. 13, 1966 


Jan. 31, 1967 


Feb. 11, 1967 
Mar. 3, 1967 

Mar. 14, 1967 
April 11, 1967 


Apr. 14, 1967 

May 17, 1967 

June 1, 1967 

June yy, 1967 

June 19, 1967,asamd. 6[22\67 


sully 13, 1967 


June 19, 1967 
Aug. 3, 1967 
Aug. 8, 1967 
| $eot, G, 1967 


" AS OF SEPTEMBER 25, 1967 


BRANCH EXECUTIVE 


LeRoy Martin Griggs 
(Bernard Winograd 
(Morris Winograd 
George Joscph Roy 
Nicholas Cavegnaaro 
Charles Drucke> 
Fugazy Philadephia, Inc. 
The International Co. 
vito E. Luciani 
(Lawrence Robbins 
(Martin Kaufinan 
Arthur Mechter 
Raymond P. ‘nillips 
Henry John Yetter 
James F. Richardson 
Palmer Gene Hale 
(Arthur Fredricksea 
(Ralph S. Liadfors 
_Joseph A. Fanelli) 
Albert J. Roloson) 
Aeolian Tr2vel Service 
Max Schwartz 
Robert C. Jurgenson 
(William F. Sullivan 
(Joseph C. Casdin 
(Edward C. Msher 
(William A. Dean 
(Matthew Stepenski 
(Jerome Collins 
Acthur 1. Teck 
Willian H. Zarrell 
Willard H. Keland 
map aa rieee 
azy Travel Bureau of 
Illinois, Inc. 
_ (Herbert G. Lederman 
.(Norene A. Lederman 


Willard H. Keland 
Lorraine J. Gendreau 
Edvard L. Waterman 
(james J. Shipley 
(Leonard Cohan 


he 


SCHEDULE 4 


ORATION 


East Orange, N. J. 
Ridgefield Park, N. J. 


Syracuse, N. ¥. 
Great Neck, N. Y- 
Cedarhurst, N. Y.- 
Philadelphia, Pa. 
Tel Aviv, Israel 
New Haven, Conn. 
Whice Piains, N. Y- 


New Orleans, La. 
Schenectady, N. Ye 
Atlanta, Ga. 

Santa Ave Cal. 
Boston, Mass 
Forest Hills, N. Y. 


Rochester, N. Y. 


Athens, Greece 
Hartford, Conn. 
Portland, Me. 
Worcester, Mass. 


Encino, Cal. 

27 William St., N. Y. C. 
Miami, Fla. 

Detroit, Mich. 

342 Madison Avenue, NYC 


Norfolk, Va. 
Milwaukee, Wisc. 
Orlando, Fla. 


Wilmington, Del. 
Cleveland-Akton, Ohio 


nae 


—— 
Otte Harx, J&., Chairman oe Loard 


wma ea. se a 


~~ William Denis Fugazy, Peessdeac / 
x“ 


RESIGN 


LOSATLOR 


134 Evergreen Pl. 
East Orange, N.J. 


23 Mt. Vernon St. 
Ricgefield Park, 


Hidtow Plaza 
Suite 100 
Syracuse, N.Y. 


425 Rerthecv Blvd. 


Great Neck, WY. 


125 Sprece Street 
Codévinist, Mats 


2390S. 15th St. 
Pai lacel 


265 College Street 


wew Haven, Conn. 


plies) Pa. 


DESCRIVELON 


4 room isdby 
etere <8 
office bldg. 


store front 
& room lobby 


store in 
office dlég. 


shopping 
center 
3 room 


sround floor 
office bleg 


oe 


7 rooms 
2nd floor 
office oldg 


Note 
street & lobb 
entrance 


8/15/66 
to 


6/14/69 


/1/66 


3 years 
9/15/66 
to 


0/ 
to 
9/30/71 


e 


1/1/67 


to 


12/34/71 


F 

5 years 

11./15/6¢ 
to 


5 years 


MATERIAL, PROVISIONS OF LEASH 
Cancellable at end of first year on 90 duys notice and pay- 
ment of 3 months rent penalty. Assignable only uper i 
lord's consent. Option to renew for 3 years with rent 
increase to $416. montily. 


Option to renew for 2 years at same rental. 
Cancellable at any tite on 30 days notice without per 


— 


Can¢ellable at end of first year with peralty of 3 s2n¢ 
rent. Cancellable thereafter on 90 days nolice withe 
penalty. Renevable for 3 years at same rental. As: 
with Landlord's consent, which shall not be unrease- 
withheld. ‘ 

able et end of ist, 2nd, 3rd.or 4th year ot 3. : 

d 2 months rent as penalty. Assignable s cH 
or 
‘ 


1 shell not be unreasonably wi 


(penalty if during First three wear: 
en notice. Assignable onls v2.2 


days 
t 


e 
I 
laudlord's consent. 


fssigneble only with leadlord's consent. 


sub-let all ox part of premises for genera 


Cancellable et end of 


s¢ year on 30 days notice vot -cct 
penalty. Cancellable thereafter upon 66 days notice : 

ouc penalty. Assianedb pon landlord's consent whiss sic) 
not be unreasonably witrneld. 


i) 


\ BEST COPY AVAILABLE 


193 Nain 
White Pla 


Old Trade Mert hud. 


L124 Cainp Stren 
> Orleans, Ul., 


Paillips 
434 State 
Scheneclad-, 


7 Peachtree St.NP 
Latta, G2orz1a 


oc 
At 


santa dite, Calif. 


apes 
5 Uewburs 
Boston, tt 


reom 


Cloor 


2 reem Lobby 
& streel 
enrcrauce 


etfice bldg 
3 reo 


upper Lloor 
ofttiee bldg. 


store Front 


woreice bldg. 


2 room 
upper Lloor 
office bldg. 


2 room 

ioner Floor 
fficec itis. 

stere Crouc 


4hG0D LOY 
Center 


5 years 
4/5168 
to 


4/29/72 


3 years 


1/1/67 
Lo 
2/31/69 
2 years 

1/1/67 
to : 
12/31/69 


> years 


3 years 
/1/67 
to 

3/31/70 


5 years 
4/1/67 
to 


3/31/72 


5 years 
6/1/67 
to 
5/31/72 


£230.00 


seath ly | 


$307 92 
wrench ly 


$185.00 


$350.00 
tenthly 


» Caneellable on 60 days dottee alter 
ren manths sa penalty of 475. 
Assignable with Lantlord's consent. 


ju a sub-lease. 


Cancel lable, at of first year an 30 days notice = penalty 
2 months rene. Cancellable tnereafter.oa ov ie notice 
without penalty. Assignable oo fandlord's consent which 
shall not be unreasonably withheid. 


ce without 


ellable at ent of fF ost year on 30 da ay eb 
v tice without 


Ganeceliz>le thereafter on 60 da 

tle with Landlord's conser 

unreasonaly withaeld. Option to renew 
rental. 


239 

3 ae 
nich shall uot 
years at 


Jable only ond of First year upon -§ prior 
n notice. signable only upon Llandleré's censent. 


Assignable upon iandlord's consent. 


Cancellable et any time upon pavment of penait;. Assignable 
upon landlord's cenasent which shall net be unreasonably 
withheld. ~ 


Cancellable after first year on 60 days pricy written notices 
aug payment of ese months rent as penalty. Assignable ouly 
upes landlord's consent. ° 


ellable only upon disapproval by airline conferences of 

intments ané payment of 6 months rent as ponalty. Fugazy 

snified by Erench-Executives for rent Liability after : 

year. ecionsiiic upon landlord's consevt which shall 
unreasonadiv withheld. 


. 


SOCAT Lod 


1/9 Allyn Strect 
Yavt£Lord, Conn. 


155 titgh Street 
Ppgrtland, ciaine 


2) Elin Street 


Worcester, tass. 


niura Blyd, 


Calif. 


27 Villiaw Strect 


ew York, SY. 


150 S.E. 2nd Ave. 
tiLaini, Florida 


3 room suite 5 years 

upper Lloor 5/1./67 

office bldg. to 
4/30/72 


l yaar 
lobby & s 5/1/67 
entrances to 

Hotel 4/30/68 


3 years 
6/1/67 
to 
5/21/70 


3 s:00m 3 years 
upper floor 5/15/67 
office bldg to 


5/14/70 


ears 
11/1/66 
to 


10/31/69 


$2186.07 
wouthLly 


$150.00 
mouthly 


$245.00 
monthly 


$200.00 


monthly 


BANG Y Be keene 


* 


Cancellable at end of Ist 


upon 30 days ustice aud | iionths veut 
able upon landlord's consent. 


Cancellable anytime on 60 days notice without penalty. 


Caucellable at oud of first year on 30 days noite + ced 2 
monkhs rent as penrlcy. Canucellable thereafter ov 44) days 
votice and one month vepe penalty. Assignable onl: pon 
laidlord's covsout. : 


Cancellable during first year upon 30 days prior we itten 
notice and penalty o£ 3 months rent. Cancellable ai end 
of second ye without penalty. Assignavle ouly upoa 
landlord's censeul. pcicu to renew for 3 years at $245.30 
plus increase preportioned te increase in cost: of living 


Canecellable et end of First vear upon 90 cays prior uolice 
and payinent of 3 months rent as penalty. Caucellable at 
end of 2nd year upon payment of 2 months rent as penalty. 
Renewable for 7 years at same rental. Assignable with 
landlord's cov‘es", whieh shall not be unreasonably withheld. 
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LOCATION 


4084 W. Maple Rd. 
Birmingham, Mich. 


42 Hadisou Ave; 
New York, N.Y. 


Bankers DBidg. 


206 E. Wisconsin 
Aveivde 

Bilvsauke .. Wise. 

lel Ei. 3k Aves S. 


1 


Winter Perk, Fla., 


4500-75 Penroke 
mall 
Virginie Leach, 
Virginia 


Golcsberough Bldg. 
VIO? West Strect 
Wiliangton, Dela. 


DESCRIPLION 


4 room 
store front 
shcepping 


‘center 


large room 
upper floor 
office bldg. 


4 room 
upper floor 
office bldg. 


1000 Sq, Ft. 
store front 


437 sq. {t. 
store front 
shopping 


ecntecr 


700 sq. ft. 
Ground floar 
office bldg. 


5 years 
8/15/67 
to 
8/14/72 


10 ycanrs 

4/ 1/61 
to 

3/31/71 


3 years 
9/ 1/67 
to 
8/31/70 


3 ycars 
10/1/67 
to 
9/30/70 


5 years 
10/15/67 
to 
10/14/72 


3 years 
10/1/67 
Lo 
9/30/70 


RENTAL 


$325.00 
monthly 


$916.67 
monthly 
subject to 
increase 
proportioned 
to increase 
in consumer 
price index. 


$250.00 
monthly 


$200.00 


mouthly 


$247.50 
monthly 


$350.00 
monthly 


MATERIAL PROVISIONS OF LEASE 


Cancellable at end of first year upon 30 days prior notice 
and 2 months rent penalty. Cancellable.thereafter on 60 
days notice and one months rent penalty. Assignable with 
landlord's consent, which shall not be unreasonably with- 
held, ' 


Assignable only with landlord's consent. 


Caucellable at any time after end of first year upon 60 days 
prior notice without penalty. Assignable with Landlord's 
consent. Option to renew for 2 years at increase of rental 
to $275.00 mouth. 


Cancellable at any time after end of first year upon 60 days, 
notice and payment of one month's rent penalty. Assignable 
with landlord's consent, which shall vot be unreasonably 
withheld, 


Cancellable at any time after end of first year upon 60 dvys  ° 
notice aud payment of two month's rent penalty. Assignahje 
with landlord's consent which shall not be uuressouably 
withheld. 


Cancellable on GO days notice if TATA and ATC approval denied. 
Assignable after first year with landlord's consent which is ° 
not to be unreasonably withheld. OQption to renew for two year 
term at same rental. Option to lease additions] area adjacent 


to office at same basic rental per square feer, 


Onondara 


Jefferson 


C 
Counties, New York 


Territor 


Northern Nas 


County, N.Y; 


MATERIAL PROVISTONS OF BRANCH! 


FRANCHISE AGR ENTS 


NATERTAL PROVES TONS 


: 6 years, automatically extended for successive rencwal ter: 
2 years unless cither party decides to terminate at end of 
ginal or reneval term by 6 months prior written notice. 


2.. Fugazy agrees to advance $10,000 for working capital subject to 
t V 


reimbursement out of gross carnings and, in any event, oy 
o ed ’ ? . 
Executive within 5 years from the date of the agreement. 


4. Royalty: 1% of gross billings during first year from date 
of agreement (1st months yalty; 2nd six months - 4% 
of gross billings 9 $206, 1% of gross billings in 
excess oz $260,000). 

* = x * a ‘ 


upo of 
ws * * w 
Same as above for East Oreage, N.J. 
J. eo ~ PS 
Same as above for East Orange, N.J. 
. 
ra 2 ¢. 3 


i alia sia 


BRANCH AGREEMENT. 


Cedarhurst, N.Y. 


Territory: 
Southern Nassau 
County, N.Y. 


‘philadelphia,’ Pa. 


Territory: 
Bucks, Chester, 
Delaware, 
Montgonery, 
Philadelphia 
counties in 
Pennsylvania 
and the Greater 
Camden metro- 
politan area in 
New Jersey 


New Uaven, Conn. 


Territory: 
New Haven County, 
Connecticut 


White Plains, N.Y. 


Territory: 


Westchester County, 


N.Y. 


% 


Option granted to Travelco, 
exercisable at eny time on or 
quire all the capital stock of Fugazy t 
owns and operates the Philadelphia Branch offic 
price of $325,000, $100,000 down and $225,000 pay 


Pt, Sar 


A-580 


MATERTAL PROVISTONS 


ame es above for East Orange, 


Also option granted to acquire Branch upon full perro 
agreement by Branch-Executive. 


* 
a 
of 


« 


years. 

Fugazy Phila grees to 
income, whichever is greater, 
of the management agreement, 
Travelco's obligations 


of $225,000 to 


Fugazy and Travelco egree to advance funds ¢ 
term of option agreement to Fugasy Poiladelphia 
atgons to A.T.C. and LATA, 


as above for Fast Orange, 


> 
* 


© SastuOranse, 
ted So wecuire 
Sc puking 
° 


r territory 


bill os Hit " 


ie) 
oO 


Inc., a Pennsylvania 


Fug —. . 


ues to es 
on promissory notes for $2 
over five years on option purchase. 


evenue up to 


a 
t 

y 1% of its annual. gross 
Ss in excess of $2,5 


annual gross revenue 


2 
0 


, ; : A=581 


MATERTAT, PROVISTONS 


New Orleans, La. Same as above for White Plains, 


State of Louisiana 
and east on Guli of 
Mexico to city of 
Mobile, Alabama 


as avove for Whice Plains 
ot obliged to furnish a 
ing business advance if ca 


Albany, Reansselacr 
Warron, Fu 
Schenectad 
and Washin 
Counties; 


400 <r 
rt 
o 
| 


y ate we 
“~ 


Same as above for White Plains, N.Y. Also 


assignment of a 


ereement fo a corporation 


Executive is principal stockholder. 
J f 


Senta Ana, Celirornia is Term: 7 sears, auconaticaliy xtended for 


? 
rated by .ctther party on 6 month netice 
7 


¢ 
Territory: of original or renewal term. 


Orange County, Cali. 


°o 


Pane 


- ve 


Sestou, Mass. 
except Fugeczy 

m2y open one 
additional branch 
office in greater 
Boston area. 


‘Forest Hills, N.Y. 


Nerritovy': 

North Shore of ee 
Queens County, 

New York | 


ob 


Rochester, New York 


fercitory: 


Wayne, Monroe 
Livingston Co 


un 


Hartford, Conn. 


Territory: 
Hartford County, 
Conn. and Hampden, 
Hampshire and 
Franklin Counties, 
Massachusetts 


Portland, Maine 


Territory: 
The State of Maine 


IATERIAL PROVISTONS 


above for White 


re 


Same as Plains, X. 


Same as above for White Plains 


Same as above for White Plains, N.Y. 
3 


am et for White Plains, N.Y. @x¢ept Brancn-Executive 
Same as above for White P F ; 
granted a waiver of royalty payments for entire first 
agreement and a six-month waiver of royalty under the 

' 


agreement upon Branch-fxecutive 
term 6 years with automatic renewal 
upon 6 months written notice by either 
original. or renewal term. 


s exere’ise of option. 
Gorms Ot 


Hariv price £6 


“ vw *“ ve 


Same as above for 


t 
+38 
be 
oa 
rr 
Oo 


BRANCH AGRIEME 


Worcester, Mass. 


Territory: 
eet 
Woreester County 
and the cown of 
Natick and 
Framingheon, Mass. 


New York Ci 


Miami, Florida 


as 


Ss 


Ne t- 


~~ 


MACERTAL VROVISTONS 


ap 


erm: 10 years awtomatically extended or renewal terms of 
years unless cither party terminates by 6 moaths' prior 
cic 


cr 


Y 
‘ec at end of original or renewal term. 
Royalty paymont waived for entire first year of agreement, 9 
thercafter 1% of gross billings (Croup tours, D.1.t.'s and 
F.I.%.'s, wholesale packages arranged direetly through Frugezy 
are not included ia gross billings). 


« 
Consent granted to assignment of rights and interests of Brenca- 

Executive to local corporation without releasing Brench-Execetive 
of personal liabilities and obligstions under the agreement. 


te 
ee 


2 


Same as above fo 

tours, 0.2.2," 

Fugazy are not 

Also consent pranted t wach-Faecutive 


interests to a focal corporation aml bo 


imterests under 


itten monsent waren 


st 
% 


Royalcy af (Lh af 


BRANCH AGH 


Dade, Broward 

aud Palm beach 
Counties with 
proviso chat 
unless Branch . 
produces $100,000 
in sales in Palm 
Beach County 
during first year 
of business Fugezy 
may open another 
branch office in 
Palm Beach County. 


Territory: 
Manhatten, N.Y.C. 
south of Canal 
Street 


Detroit, Michigan 


Territory: 
Oakland County, 
Michigan 


4. 


. 


A-584 


MATERTAL PRWTS SONS 


Term: 6 years automatically reaowable a 
Plains ayreemenc. ; 


“ 


provided in White 


Consent granted to assignment of apreement (except personal 
liabiliries and obligations) co local corporation and opcio 
granted to purchase branch upon Yull performance of agreene 
and@ enter into a licensidg agrcement paying Fugazy a royalt 
of 1% of gross billings (which shall not include group tours, 
F.1.T.'S, D.1.T."S ard wholesale packages arranged through 
Fugazy). 


™ 


7 
ne 
y 


Branch 
over fii 


Term: 10 years a 
unless terminated 
end of original or renewal terms, 


Fugazy agrees to advance Funds as needed toa moot Branch 
tions to IATA aud ATC, to be repaid with 7% interest by Sravc 
Executive. y 


Option granted exercisable at any time on or prior to Mey U7, Loss 
to purchase Branch upon full performance of agrecment, inclucing 
t 


able 6, 12, 18, 24, 30, 36, 42 end 48 months, re 
date of agreement (May 17, 1967), and enter into 
agreement paying Fugezy a 1% of gross billing 


é 
oo 


socGkively, alter 


Royalty payments waived during first 4 years of 
out period for promissory notes). 


the he ate ts 
“ * 


Branch Franchise Fee: $25,000. Fugazy a 
$15,000.00 working capitai. 


Term: 10 years automatically extended for renewal terns oF Z { 


years unless terminated by cither party by 224 MOneAs” prios 


Notice at end of original or renewal lerm. 
Hd 


. 


Royalty provisions same es above for White Plains, 3.%. 


‘Option proviso same as above for White PLasws, Na Ys 


1, PROVISTONS 7 


Ag meme Ae 
MATERTAT 


o 
3 
4 
S 


ot mced co Traveleo, In 
$250,000, $75,000 dows and $2 
years of agreement ) exercisa an 
June 30, 1972 to purchase ali cap tal sotck of Fugazy Travel 
Bureau of Illinois, .Inc. which owns and operates the 342 
Territory: Madison Ave. branch office. 


Manhattan, verch 


4 
iow York City 


any time on or prier ¢ 


& 


00 payable 
t 
i 


of Canal streek, 2. Management agreement with Pugazy Lllinois for term of GY yeers. 
NYC. fer retail Fugazy Illinois shail pay rugazy New York $40,000 per year oF 
and commercial 50% of net earnings of Branch, whichever is greater, curing ¢eéec 
travel. of first four years of agreements and $15,600 the fifth year o- 
egreement, su eredit nst Trevelco's od- 
ligations on purchas notion (Trevelco 
executed and ive Fusazy New promissovy notes 
payable 1,2, respective ftom date of agreeér 
ment). : 
3. Royalty pay= Pranch waived during first five years ror 
agrecment, Branch shall pay Fugazy a royalty of 1% 
of gross billings. 
‘ . 
tes r eranted exclusive = to retatl and cor ala 
in territory with Frugazy h LeLes g re- 
taining exclusive right to seve 
vices for pe 23° D 


ixginia Torms of present 
local. corporeti 
to Paregraph 10 


ws 


The Groater Norrolk part of interes 
area of soutbeastorn shal) Nae "be tt 


Virginia 


>, 


Milwaukee, Wisconsin No 


Territo 


Metropolitan “Milwaukee, 

including Kenysna 
and Racine County 
Wisconsin 


Wise. | 


BRANTH AGR Nes 


Orlando, Florida 


Territory: 
Brevard, Orange 
and Seminole 
Counties, 
Florida 


\ 


Wilmington, Delaware 
Territory: 


State oi Delaware 
and the Elkton area 
of Maryland end 
Penns Grove area 

of New Jersey 


Cleveland-Akron, Onio 
Territory: 

serritor 

Cuyahoga, Leke, 


George, Summit, 
Medina and 


Loraine Counties, 
Ohio. 


w 


bi 


lee 


oe 


Az586 


MATERIAL PROVIS TONS 


Terms of present stancard asrecmont cxcept: 


Branch-Execptive 
able to operation expens 


Licensing egreement is automatically re 
is in breach of egrecment, and Licensee 
egreement by 6 months’ prior notice at 
agreement. te 


Terms of present standard agreement. Also B 
or local corporation to which interests have 
pursuant to Peragranh 10 shall have right to 
all or any par sts under egreement 


ugazy's cons 


Branch Franchise Fee: $40,000. 


Brancn-Executive: Fug s e 
orgenized by James J. Shisley a4 
guarantee > ne 
Fugazy to Br 


Othrrwise terms of present standard agreement 


d, ine. 
wno personel 
z $20,000 by 


ly 


ot ‘ Schedule 4 
Branch Agreement Material Provisions j 
International Co. 1. Fugazy appoints International (wholly. »vned by its 
_a registered partnership) Israeli partners) as its exclusive agent sud re- 
9 Herzl Street presentative for all land arrangements (hotels, 
Tel Aviv, Israel sightseeing, land transportation) in Israel. 


2. International agrees to pay Fugazy $20,000 and 1% of 
: annual gross receipts in excess of its gross receipts: 
reported to Israeli tax suthorities for the year 1966. 


3. Fugazy agrees to pay International the actual cost 
plus 12% for all land arrangements furnished to 
Fugazy for group, wholesale and religious groups. 


4. Agreement is not assignable by either party. 

5. International shall obtain liability insurance in 
the sum of $250,000 naming Fugazy as one of the 
insureds. Fi 

6. Any dispute under greement (which shall be 
governed by New York Law) shall be submitted to 


the American Arbitration Association. 


7. Term of agreement is 20 years. 


Aeolian Travel Service 1. Fugazy appoints Aeolian as its exclusive agent 
7 Odos Kare eorgi Servias and representative for all land, air and sea 
o r > 
Athens 126, wreece arrangements in Greece. 
2. Aeolian shall hold itself forth as such, using the 


name “Aeolian Travel Service, Sole and Exclusive 
Agents and Representatives of Fugazy Travel Bureau, 
Inc.” 


3. Aeolian agrees to pay Fugazy $20,000 achma 

‘ $10,000 of which is to be deposited in Fugazy's 
account at the First National City Bank in Athens 
the remainder to be paid by Fugazy retaining 50% 
of any commissions (benefices) due Aeolian from 
Fugazy until sum is paid. 


? 


4. Aeolian shall pay Fugazy 1% of its annual gross 
receipts in excess of its annual gross receipts 


for 1966 as reported to Greek tax authorities. le 
5. Fugazy shall pay Aeolian the actual cost plus 12% 
of land, sea and air arrangements furnished to Fu } 
? oO 2 
by Aeolian. 


6. Agreement is not assignable by either party. 


7. Term of agreement is 20 years. 
Israeli 
8. Fugazy agrees to become a wholesaler of/travel as 
soon as practicable. 


Se an oo ‘ : ? 


rf “Schedule 4p 
A-588 : ak 7 
BRANCH OFFICE ACREEMENT WITH DONALDSON'S a : 4 be 
DEPARTHTEN: STORE, MINNEAPOLIS, MINNESOTA 


Fugazy Travel Bureau, Inc. entered into an agreement with Donaldson's Department Ke 
Store, 601 Nicolet Avenue, Minneapolis, Minnesota, the term of which is autozatically Ree 
renewable on a yearly basis subject to cancellation by eitner party on 60 days notice,:. 3 
for the operation of a Fugazy branch office within the department store. Fugazy anc a‘ 
Donaldson's agree to share equally the net profits and losses of the branch. 


Ponaldson's agrees to provide the space and local telephone °«rvice for the branch 

at its expense and Fugazy agrees to pay all other operatin; penses for the branch. = 
Fugany ayrees to indennify Donaldson's for all losses or claim: resulting, £Lrom the foe) 
operation of the branch. Fugazy agrees not to open any other branch office in the i 


city of Minncapolis. 


A-589 - 


Schedule 5 
i 
FUGAZY TRAVEL BUREAU, ING. 
il 
! LEASE OF REAL PROPERTY FOR HEAD OFFICE (488 Madison Avenue) 
nt AS OF SEPTEMBER 25, 1967 
-~ 
LOCATION DESCRIPTION TERM NTAL MATERIAL PROVISIONS OF LEASE 
| 
. 
488 Madison Ave, 8000 st. ft. 8% years ° $3,416.67 No provision for assignment of this sublease. 
New York, N.Y. 3rd floor — 10/21/67 monthly 
(Sublease from office bldg. to subject to 
‘Esquire, Inc.) 4/29/70 escalator 


i provisions 
si with respect 
: to increases 
or decreases 
in taxes and 
i , labor costs 
\ , under the 
terms and . 
conditions 
- of the 
overlease. 


LOCATION 


Airport Imperial 
Bldg. 

999 N. Sepulveda 
Blvd. 

El Segundo, Calif. 

(Lessee: Fugazy 

Travel Bureau, Inc. 

of California) 


Lincoln Tower Bldg. 
75 £. Wacker Drive 
Chicago Illinois 
(Lessee; Fugazy 
Travel Bureau of 
Illinois, Inc.) 


1650 Broadway 
New Tek, ae 


Tour, Inc. >): 


e 


750 Laurentian Blvd. 
Montreal 9, Seber 
Canada 


2761 East Jefferson 
Detroit Michigan 


Plazza S,. 


Maria f 
Beltrade 1 i. 


} 
or Ai sly hin) 


Milan, Italy 


Ee LEASES OF REAL PROPERTY FOR NON-FRANCHISED BRANCH OFFICES 
(Offices wholly owned by Fugazy Travel Bureau, Inc. or Subsidiary) 


DESCRIPTION TERM RENTAL MATERIAL PROVISIONS OF LEASE 
Upper Floor 1 year $325.00 Assignable only with landlord's consent. 
suite 1/1/67 monthly 
Office to : 
Bldg. 12/31/67 
28th floor 3 years $325.00 Assignable only with landlord's consent. 
6/1/67 monthly Cancellabdle at end of first year or thereafter on 45 days 
to notice and payment of two month's rent penalty. 
5/21/70 = 
3 rooms 5 years $1000 Cancellable on Oct. 31, 1968 on 60 days notice and 
upper floor 2/1/66 monthly $2,250 penalty. Assignable only with landlord's consent. 
office bldg. “= iO . : 
1/31/71 
2nd floor 3 years $271.95 Assignable only with landlord's consent. Cancellable 
Office 12/1/66 monthly during first year on 30 days notice and payment of 3 
Bldg. to (Canadian months rent penalty. Cancellable during second year 
11/30/69 Dollars) on 30 days notice and payment of 2 months rent penalty. 


Cancellable during third year on 30 days notice and 
payment of one months rent penalty. 


Upper Floor 
Office Bldg. 


(No lease. Month to month tenancy at $1,000.00 month rental) 


(Lease is not in our possession. Leased to et International. ae 


—s~ A. \ ' 


7 os 


t> 


TRO 
Schedule 5h 
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_The lease for the Milan office of Fugazy International S.r.1l. expires in 
September of each year and is automatically renewed for an additional one year 
pericd unless terminated by six months prior notice. The annual rental is 
800,000 Lire which is approximately $1,300 (U.S.). 


Schedule 6 
- (Page 1°of 3) | 
A-592 - 
PUGAEY TRAVEL PERE AH, Lae, 


a 


Special Contracts Pursuant to Section 2.10 of This Contract 


As of September 25, 1967 


Management Services Agreement of Fugazy Travel Bureau, ine. with Fugazy Travel 
Bureau of Illinois, Inc. 


On June 19, 1967 Fugazy Travel Bureau, Inc. (Fugazy New York) entered inte a 
manapement services agreement with Lts wholly-owned subsidiary, Fugazy Travel 
Bureau of Illinois, Inc. (Fugazy Illinols) as a sister agreement to the option 
agreement entered into between Fugazy Travel Bureau, Inc. and Travelco, Inc., 

a New York corporation, on that date. The term of the agreement was for 99 years 
comnencing as of June 19, 1966 Lo and including, June 30, 2066, ° The major 
provisions of the agreement are as follows: . 


1. Fugazy Illinois shall have the exclusive right to sell, handle and arrange 

all, travel services in connection with retail and commercial business from any 

pernona in that part of Manhattan, New York City, North of Canal Street and that 

Fugazy New York shall have the exclusive right to-sell, handle and arrange all 

travel services from any persons within said area fo travel arrangements for 

groups of 25 persons or more for combined air transportation and hotel reservations 

or other travel services. ; ‘ 
| 
| 


2. Fugazy Illinois shall manage and operate, and pay all expenses incurred 
therefor by the Fugazy branch office at 16 West 46th Street (since moved to 342 
Madison Avenue) and remit to Fugazy New York so long as it docs not hold its om 
airline conference appointments the net payments due the airlines at Jeart toe 
business days peJor to the date payment is duc the alriinens, 


3. Fupazy Tllinots shall maintain sufficient working, capital to operate said 
Fugazy branch offfce and has agreed to indemnify and hold Fugazy New York harmless 
against any claims or linbilities incurred by or relating to this branch office, 


4, Fugazy New York shall furnish supervisory and consulting services to 
Fugazy Illinois and shall maintain in ful] force and effect appointments in IATA, 
ATC, TAPSC, TPPC and RTPA until and unless such conference appointments have been 
transferred.to Fugazy Illinois, 


5S. Fugazy New York authorizes Fugazy Illinois to use, and operate under, the 
trade name "Fugazy Travel Bureau’ and the non exclusive right to the use of the 
Fugazy New York Trade marks, copyright, ete, ond the slogan "Established 1870", now 
and heretofore and hereafter used and identified with the business of Fugazy New 
York. 


6. Fuyazy Illlnots shall pay to Fupazy New York the oum of $40,009 during cach 
of the €irst four yearn of the agreement or 50% of tte net carnings during each of 
those years, whichever is greater, and the sum of $15,000 during the fifth year of 
the agreement or 50% of net carnings for such year, whichever is greater. Commencing 
at such time as the aggregate payments hereinabove of Fugazy Illinois equal $175,000, 
Fugasy Illinois shall pay to Fupazy New York 1% of its gross monthly revenue for the 
remitning Cerm of the agreement. 


7. Fugazy Illinofs shall have the right to apply for its own conference | 
appointments in TATA, ATC, TAPSC, TPPC and RTPA at any time after its aggregate 
Payments heretnabow to Fugasy New York equal $175,000. 


Schedule 6 
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FUCAZY TRAVEL BUREAU, TIN. 
Special Contracts Ps suant to Section 2.10 of This Contract 


As of September 25, 1967 


Management Contract of Fugazy Travel Bureau, Inc. with Fugazy Philadelphia, Inc. 


On August 19, 1966 Fugazy Travel Bureau, Inc. (Fugazy New York) entered into 
a management agreement with Fugazy Philadelphia, Inc. (Fugazy Philadelphia) as a 
sister agreement to the Option Agreement entered into on August 15, 1967 between 
Fugazy New York and Travelco, Inc., a Pennsylvania Corporation, beth of which 
agreements were amended by a letter agreement among the parties dated February 
1, 1967. The tern of the management agreement is five years subject to extension 
for an additional five year period providing Fugazy Philadelphia is not in 
default. 


The major provisions of the management agreement as amended are as follows: 


1. Fugazy New York shall furnish full supervisory and consulting services 
to Fugazy Philadelphia in its management and operation of the Fugazy branch office 
in Philadelphia, Pennsylvanta. 


2. Fugazy New York shall maintain in f 
in IATA, ATC, TAPSC, TPPC and RPTA for the Phil 
unless such appointments are transferred to Fug 


ull force and effect appointments 
adelphia branch office until and 
azy Philadelphia. 


3; ugazy Philadelphia is authorized t use the trade name "Fugazy" and 
has the non-exclusive right to use Fugazy New York's trademarks, copyrights, etc., 
now and hereafter used and identified with Fugazy New York's business. 


4. Fugazy New York shall not have any other branch office in the following 
areas: Bucks, Chester, Delaware, Montgomery and Philadelphia counties in 
Pennsylvania and the Greater Camden Metropolitan Area in New Jersey. 


5. Fugazy New York may engage in wholesale operations or in the group and 
soles incentive flelds within the aforesaid territory with respect to the following 
corporations: Philco Division of Ford Motor Company, Inc.; Scott Paper Corporation; 
RCA Cherry Hill Hawaiian Trip; RCA Sales Corporation, Indianapolis, Indiana; 

General Electric (incentive business); and the American Baptist group. 


6. Fugazy Philadelphia agrees to maintain at all times sufficlent working 
capital and to pay all expenses incurred in the operation of the Philadelphia branch 
office and agrees to indemnify and hold Fugazy New York harmless against any claims 
or liabilities with respect to its management and operations of that office. 

7. Fugazy Philadelphia agrees to pay to Fugazy New York the net payments 
due the airlines for airline tickets sold by the Philadelphia office at least two 
(2) business days prior to the date payment is due the airlines therefor, so long 
as Fugazy Philadelphia does not hold its own airline appointments. 

8. Fugazy Philadelphia shill pay to Fugazy New York the sum of $45,000 
during each of the first five years of the agreement or 25% of the gross inccme in 
each of those years, whichever is greater, subject to a credit of $4,200 applicable 
to each of the payments for said years. Commencing at such time as the agyrepate 
payments hereinabove equal $225,000, Fugazy Philadelphia whall pay to Fupazy New 
York during cach subsequent 22 month period 1% of Its gross revenue up to $2,500 ,,00( 
and &% of its gross revenue in excess of $2,500,000. 


os Schedule 6 
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FUGAZY TRAVEL BUREAU, INC. ; 


SPECIAL CONTRACTS PURSUANT TO SECTION 2,10 OF THIS CONTRACT 


: AS OF SEPTEMBER 25, 1967. 


Maisonneuve Lodging, Inc. (Montreal, Canada) 
Sub-lease to Dial-A-Tour, Inc. of 20 to 67 epartments for Expo ‘67 period 
(May 15, 1967 to October 27, 1967) at basic rentals of $22.50 to $27.00 in 
Canadian fucds per apartment pex day ($20. in Canadian funds if unoccupied). 
Lendlord termineted main lease to Maisonneuve Lodging, Inc. on or about 
July 17, 1967. Maisonneuve Locging, Inc. has brought suit in Montreal on 
the contract for $47,327.50. 


Les Placenents Lyon Ltee (Montreal, Canada) 


Lease to Dial-A-Tour Inc. of 2000 rooms at basic rental of $19.00 per room 
in Canadian funds during nee '67 period. 


Montreal Residences (Montreal, Cannan 


al our »@£ 51 tooms at basic rentel of $19.00 per room per 
day in Canadian funds for period from June 15 to September 15, 1967. 


The Montreal Beavers Football Club Led. (Me ucreal, Canada) 


Lease of 150 rooms to Dial-A-Tour at the Beaver Village motel for the period 
from April 28, 1967 to October 27, 1967 at basic rental of §22 per room per 
day in Canadian funds. 


Emoloyment contract with Ire Boye 


On May 9, 1967, Dial-A-Tour Inc. eatered into an enployment contract with Ira 
Boyar, President of the. corporation, agreeing to ee sige hin for a period of 

two years from the date of the agreement at a salary of $20,000 per year plus 
10% of the net profits of the combined wholesale operations of Dial-A-Tour and 
Fugazy until the deficit of Dial-A-Tour is wiped out end 207) of. the net profits 
of such wholesale operations thereafter. 


Long Beach - Diners - Fusszy Contract 


On September 20, 1967 the City of Long Becch, California entered into a contract 
with The Diner's Club, Inc. and Fugazy Travel Bureau, Inc. appointing Diners and 
Fugazy 2s its exclusive sales cagraniae for the final cruise of the Cunard ship 
"Queen Mary" from Southampton to Long Eecch. Diners and Fugezy agreed to promote 
the voyage,.and handle all exunrecseate for the reservation and sale of pase enger 
tickets, Sonehoainehy entertesirscat and shore tours and excursions. City agreed 
to pay Diners and Fugacy a comission of 20% on the gross ticket sales and 20% 
of the nct revenues from beverage sales, concessions, shore tours and excursions 
and to reimburse Fusezy for advertising and promotion expenditures as approved 

to the extent of 100% of the fixst $100,090 so expended and 75% of the sccend 
$100,000 so expcaded. 


There. are no lebor union aereements, envloyee welfare, profit sharing, or retirement 
plans or agreements by Fugazy Travel Bureau, Inc. or any of its subsiciaries or fran- 
chises. Fugazy Tesvel Bureau, Inc. does have a group insurance plan including nos- 
pitalization coverage arrange with the John Rencock Mutual Life Insurance Coxpsny, 
the details of which have been heretofore furnished. The plan is available to all 
employees of Fugazy Travel Bureau, Inc. including the Branch-Executives and exployces 
of the branch offices. 


Bet fh 


Fw _! 


Otto Marin, Jr. Chairaan ox, the Bo.cd 


fulLuul 2 


A-595 a 
FUGAZY TRAVEL BUREAU, INC, 
SCHEDULE OF SHAREHOLDERS OF RECORD 
” AS OF SEPTEMBER 25, 1967 


ace iacs nsio cai andes ame ee RR a ee mE Sree STS 


OUTSTANDING SHARES 


“-Comaon Stock 6% Cun. Pid. 6% Cum. Pfd. 
(10 par valuc) ($20 par valuc) ($15 par value) 
MARX & CO., INC. ' | pes eg = OC 666 ; 
JOHN SUPASRLIN a 450 
THOMAS P. JOHNSON re . : 666 
RICHARD L. NEWEURGER fs _ Bs 
BERNICE G. STRAUS 100 
SUSAN S_ WETMAN ; 200 | 
LYNN §, JACOBSON 100 
JOAN S. SCINIARTZ 100 
FREDERICK W. STRAUS | 266 
| DUDLEY Cv SEAR 666 
TOTAL OUTSTANDING ; 
“SRARES 4,500 9,950 2,997 


(a) Includes 2,250 shares héld for the bencficial interest rope 
William and Louis Fugazy; sucn stock to be distributed ater 
repayment of all obligations of the Compsony, retirement of 
the preferred stock and accumulated dividends, and the return 

_of the initial investaent in the. Coupany by Marx & Co., Inc. 


The above is a true and correct listing of the holders of record of each 
class of capital stock of Fugazy sravel Bureau, Inc. as of the close of 
business Scotember 25, 1967. 


Otto Marx, Jr., Cnainaan of the Loard 


Pe ie No Oss ee ri I) 


Pe pga ae 
oe Se nO Seat 
Willian Denis Fugazy, Presidcat 


™” 7% = Seagate . ‘ 7 ae - 
« a - Ce ’ 


' Le wits Ovel a 
_ Schedule fay 
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FUGAZY TRAVEL BUREAU, LNC. 


Special Contracts Pursuant to Section 2.10 of This Contract 


As of September 25, 1967 


a 
——$—————— 


Option Agreement of Fugazy Travel Bureau, Inc. with Traveleo, Inc., a Pennsylvania 
Corporation. 


On August 15, 1966 Fugazy Travel Bureau, Inc. (Fugazy) entered into an option 
agreement with Travelco, Inc., a Pennsylvania corporation (Travelco) vhich was 
amended by a letter agreement on February 1, 1967 among Fugazy, Travelco and 
Fugazy Philadeiphia, Inc. (Fugazy Philadelphia) (the wholly-cwned subsidiary of 
Fugazy which entered into a sister management services ayrecient on August 

19, 1966, also amended by said letter agreement, for the management and operation 
of the Philadelphia branch office of Fugazy). The major provisiom of the option 
agreement as amended are as follows: 


L, Fugazy grants to Travelco an {rrevocable option exercisable at any 
time on or prior to August 31, 1971, to purchase all the then issued and outstanding 
capital stock of Fugazy Philadelphia. 


2. Fugazy and Travelco agree to make loans to Fugazy Philadelphia from time 
to time to aid its business operations and Traveleo agrees therefor to arrange to 
have available standby funds of not less than $70,000 and to make loans in amounts 
equal to one half of the amount necessary to enable Fugazy Philadelphia to pay its 
bills to IATA and to ATC on schedule, it being agreed Fugazy will furnish (loan) 
the balance of funds necessary to meet such bills. 


3. Travelco agrees to pay Fugazy the sum of $325,000 for the option granted 
under the agreement payable as follows: $100,000 upon execution of the agreement; 
$225,000 by five installment payments in the sum of $45,000 each payable on August 
31, 1967, 1968, 1969, 1970 and 1971, respectively, evidenced by five promissory 
notes executed and delivered by Travelco to Fugazy, it being understood and agreed 
that Travelco shall be entitled to a credit against its obligations for instailment 
payments and against its notes equal to the amount of the payments wade by Fuge2zy 
Philadelphia to Fugazy pursuant to paragraph 8(a) of the Fugazy- Fugazy Philadelphia 
Management Services Agreement. 


4. The capital stock of Fugazy Philadelphia are to be held in escrow by the 
Schroder Trust Company, 57 Broadway, New York who shall hold such stock as Escrow 
Agent subject to the terms of the option agrecment. 


5. Travelco may designate two of the five directors of Fugazy Philadelphia 
during the term of the option agreement. 


6. Agreement is not assignable by Travelco without Fugazy's written consent. 


Schedule 6A. 


(Page 2 of 2) 
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FUGAZY TRAVEL BUREAU, EN Cc. 


Special Contracts Pursuant to Section 2.10 of Thi. Contract 


As of September 25, 1967 


Option Acreement of Furaz 
VPEPSn ee 3 
Corporation. 


Bureau, Inc. with Traveto, Inc., a Tew 


On June 19, 1967 Fugazy Travel Bureau, Inc. (Fugazy) 


agreement with Travelco, Inc., a New York corporation, (J 
nt on June 22, 1967 between the parties, 


entered 


oypmed subsidic 
ment on June 
that part of 


x 
L 
agreement as amended are as follows: 


n exercisable at any time on or 
prior to 30, 1972 to purchase all the then issucd and outstanding stock of 


Fugazy I1 


1. Travelco obtains an irrevocable opti 
Bi 
} 


2. Travelc 
the sun of $250 
agreement; $175 
$40,000 each, fF 


cecution, the 
of pr 


er 
the execution anc y 
4 Will be: entire a c ] again 


t being 


rapraph O(a) of the Fugazy - 


Fugazy 


€ Fe 
Managem 


3. f£ Travelco has not prepaid to Fugazy the sum of $175,000 on or before 
-date of its exercise of the option shall place all of the issued and ov 
r > 3 
I f 


standing stock of Fugazy Illinois in escrov \ 
Greenlee and Backus, 29 Broadway, New York, N 


full sum of $175,000 is paid by Travclco. 


firm of Kramer, 


wz York to be held in escrow until 


the 


t- 


the 


> ee fb. Oy 
Schedule 6B 


A-598 “ee 
FVEAAZY FRAVERL DUREAU, TNE, 4 


Special Contracts Pursuant to Section 2.10 of This Contract 


As of September 25, 1967 


Exclusive Sales Representative Agreement of Fupazy Travel Bureau, Ine. with 
Salvatore Cino 


On September 9, 1966, Fugazy Travel Bureau, Inc. entered into an exclusive 
fales representative agreement with Salvatore Cino for a term of seven vears 
automatically rencevable for successive terms of seven years unless breached. 
Mr. Cino paid Fugazy the sum of $5,000 in return for the exclusive right to act 
as the sales representative of Fugazy for Youth department of Fugazy 
for group travel arrangements for younger people) in 


> 
g he Forest Hills, Rego Park 
areca of Queens County, New York. Fugazy agreed to pay Mr. Cino the commissions 


r 
payable to a sales representative for all youth on Tour travel servtessold in his 
exclusive territory. 


All leases set forth in Sche 


Tas City of Lotg Secch -- Bis 


Cermaaiy: 
po] Or waenpe AE aeey 


FUGAZSY TRAVEL SUEZ 2 U, xc 


ae 


SCHEDULE OF CONTRACTS REQUIRING CONSENT TO TRANSFER PER SECTICN 2.11 OP T= 


AS OF SEPTEMBER 25, 1967 


66S-V 


e gman oe { a e. a ee AE Soa 

a hise agreements set forth in Schecule 45. 

- ae | ~ Tecmace hon  OCaeeamknw 1 IAG a3 Thee mane Ca a on a aft e - e's 
bach «= Dincss «= Tugacy contsact of September 29, 21967 and cho Fsesazy -~ Salvatore - f 


Uand. SONTaCS oS Stotessey 9 


tin | 
ef | f) 
; Beaten S } ff 
— - LA \ “A 
a ae VW \ Chay 4. . 


Otto Marx, Jr., Ciiairman of the Board 


>> ! 


—— ae 


Be Se TS Oe —, 


——— 


William Denis Fugasy, President J 
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FUGAZY TRAVEL BUREAU, I - 


LIST: OF CONFERENCE AND ASSOCIATION APPROVALS 


AS OF. SEPITEMSER 25, 1967 


IATA International Air Transport Association 

ATC Air Traffic Conference of America 

TAPSC Trans-Atlantic Passenger Steamship Conference 
TPPC Trans-Pacific Passenger Conference 


1. OFFICES WITH FULL APPROVAL OF LISTED CONFERENCES 
488 Madison Avenue, New York, N.Y. - IATA, ATC 
342 Madison Avenue, New York, N.Y. - IATA, ATC, TAPSC, TPPC 
27 William Street, New York, N.Y. - IATA, ATC, TAPSC, TPPC 
Philadelphia, Penn. - IATA, ATC, TAPSC, TPrC 
Chicago, Illinois - IATA, ATC 
Detroit, Michigan - IATA, ATC 
El Segundo, Califeznia - IATA, ATC, TAPSC 
Minneapolis, Minnesota - IATA, ATC 
Miami, Florida - ATC 
Ridgefield Park, New Jersey - ATC 
East Orange, New Jersey - ATC 
Syracuse, New York - ATC 
Cedarhurst, New York - ATC, TAPSC 
Great Neck, New York - ATC 
New Haven, Connecticut - ATC 
White Plains, New York - ATC 
New Orleans, Louisiana - ATC 
Schenectady, New York - ATC 
Atlanta, Georgia - ATC 
Forest Hills, New York - ATC 
Boston, Massachusetts - ATC 
Rochester, New York - ATC 
Hartford, Connecticut - ATC 
Portland, Maine - ATC 
Santa Ana, California - ATC 
Worcester, Massachusetts - ATC 
Encino, California - ATC, TAPSC, TIPPS 
Milan, Italy - IATA : 

Tel Aviv, Israel - IATA 
Dial-A-Tour, Inc. = IATA, ATC, 
II. OFFICES APPROVED BY IATA SUBJECT TO REVIEW BY THE IATA AGENCY SUB-COMMITTEE AT 
ITS FEBRUARY 1968 MEETING 


Miami, Floridz Atlenta, Ga. 
Ridgefield Park, N.J. Forest Hills, N.Y. 
East Orange, N.J. Boston, Mass. 
Syracuse, N.Y. ; " Rochester, N.Y. 
Cedarturst, N.Y. Hartford, Conn. 
Great Neck, N.Y. Portland, Me. 

New Haven, Conn. Santa Ana, Calif. 
White Plains, N.Y. Worcester, Mass. 
New Orleans, La. Encino, Calif. 


Schenectady, N.Y. 


III OFFICES FOR WHICH APPLICATIONS ARE PENDING FOR IATA AND ATC APPROVAL 


Montreal, Canada ; Milwaukee, Wisconsin: 
Wilmington, Delaware Orlando, Florida 
Virginia Eeach, Va. Cieveiand;—Oate 


Birmingham, Michigan 


Note; All offices listed above are cligible for appointments by the Rail Travel 

Promotion Acenty (RTPA). wl 
Fain ae _— | ‘a se a 
fe eee Le Q Saray Peter 3 p 


EXO Maia tect til i Sisele SNe eet OE ae ealnene ene 
Otto Mark, Gr. -‘Chairman or the board *‘ 


‘ 


. 


TITLE OF ACTION 


Actions by the Company: 


Fugazy Travel 
Bureau, Inc. 
Gene Autry 
Enterprises 


Ve 


Fugazy Travel 
Bureau, Inc. 
Ernst & Ernst 


Ve 


fc 
Bureau, Inc. 
James McCullough 
et al. 


Fugezy Travel 
Burceau, Inc. Ve 
Aristocrat Iras 


Actions egai 


Weinfeld v. 
Fugazy Travel 


Kemwell Autenx 
Corpor 

Vv. zy Trave 
Bureau, Inc. 


4k pains 
AC LOT, 


— 


Dips tesa! 
Fuga 


Carol La Vv. 
Fugazy T 


Bureau, Inc. 
Claire Cze 
Oglesby v. Fugezy 
Travel 


Deysn 
fers 


oO 
c 
. 


Frank Sz 
Fusezy 
Bureau, 
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FUGSZY T 


n 


RAVEL BUREAU, aXe. 


SCHEDULE OF PENDING LITIGATION 


AS OF SEPTEMBER 25, 1967 


JURISDICTION 


United States 
District Court 
Southern District 


Suprence Court 
New York. County 
Chicago, Illinois 


Court 


Now Yorn Councy 


v 


Los Angeles, 


Moatreal, Canada 


pontzreal, Canada 


Califor: 


TURE OF ACTION 


Breach of con 


é£ccour 


Of COneracs 


tr 
tra 


cts 


Breach of contrect 


1g for 


Peso UNc tie Lor 
concrtacc 

2102 
Breach of capl 


DEGAS. 


AMOUNT IN CONTROV: 


9 


of Pho 


40,000.00 * 


167,205.21 


excess of 
5,000.00 


4,000.00 


310.00 


a 


> 


DoY 

§,000.00 
Estimated et 
aDpTOx 


CO 


40,0 


10,000.00 


2,700.00 


12,000.00 


45,C¢9.00 


oe ee rs em 
Wikio Deals Jugicy, Poociulss ya 


SCHEDULES 10 


FUGAGZY TRAVEL BUREA U, INC. 


LIST OF PROPERTIES, INSURANCE POLICZES, PERSONNEL DATA, ELC. PER SECTION 2.15 OF THE CONTRACT 


"AS OF SEPTEMBER 25, 1967 


ITEMS OF MACHINERY AND EQUIPMENT HAVING A BOOK VALUE IN AXCESS OF $1,000: 
2 bookkeeping machines (NCR) 
1 check signing machine 
2 paper tape “Zlexowriters" (Preiden) 
2 aie conditioning units 
2 
TRADEMARKS, TRADENAMES, ETC.: 
a. Dial-A-Tour - Registered 
b. Teens on Tour - Registration pending 


INSURANCE POLICIES: 


Cs) f 
See Schedules 10A and 10B , creer Me TE ee 
; Otto Marx, Jr., Chaircian of the Board 
SALARIES OF CERTAIN OFFICERS AND EMPLOYEES: : \ : 
See Schedule 10C 


BANK ACCOUNTS: sae 


See Schedule 10D L1Li s Fugazy, President 


- 


SCEEDULE 104 


FUGAZY TRAVEL BUREAU, INC. 


SCHEDULE OF INSURANCE POLICIES IN FORCE 


" AS OF SEPTEMBER 25, 1967 


PURSUANT TO SECTION 2.15(c) of the Contract. 


TELEPHONE: (212) LExincton 2-4228 Page 1 


, GILBERT &. ©. BELL @ co. 
295 MADISON AVE., NEW YORK, N. Y. 10017 


RECORD OF INSURANCE 


r As of. . 
NAME Fugazy Travel Bureau, inc., Etal. Dare_ceptember 30, 1967 


ADDRESS 488 Madison avenue - New York, N.Y. 10022 


' - | ‘ 


EXPIRATION ‘ COMPANY | POLICY No. AMOUNT COVERAGE | LOCATION PREMIUM 
| 


| 
| Royal | RSA 120678 | until | Statutory In.Y. Disability | Above as 
| Indemnity. Co. | cancelled | Benefits audited 
5/1/68 * "RCS 579634 | yr. | | Workmen's ; =k I$ 1,390 
| | Compensation | states as lestimat 
| scheduled 


i | | TRAVEL AGENTS! ERRORS & OMISSIONS 
} { a A aT) A aA a a 


if 
1/18/68 Lloyd's. | | $100,000 |$250 deductible | Above & 
| : | clause. Estimate states as 
lnumber of | scheduled 
| | passenger days 
230,000 


| FUGAZY INCE RP. |- TRANSPORTATION FLOATER 


| Royal Insur- | WQT 203445 | unti $5,000 . Rate - 5¢ per 
| ance Company, | I $100 subject to 
Ltd. | audit 


! 


| i 
1/1/68 Insurance Co. | 26 91 62 | $50,000 Bond issued in 
of North | | favor of Air 
‘| America Traffic Confer- 
} ence of America 
| 


Fage 2 


GILBERT E. O. BELL & CO. 
295 MADISON AVE., NEW YORK, N. Y. 10017 


RECORD OF INSURANCE 
BUREAU, INC., ETAL. 


Madison Avenue - New York, N.Y. 10022 


EXPIRATION | _ COMPANY | AMOUNT | LOCATION 


Lo 


Oo cms Oo a 


8/16/68) Royal Indemnit, | l | $1,000,000 lla Cover -| Above & 
jleductible/] Worldwide 


on un- | 


es 


ic MO fo 
OMWoOnpP : 


bh 
PP 


| Co. aa) | excess to 
underlying 
coverages 


gunn o 
oO Ow 


8/12/67 oyal Insur- 
& ance Company, 
Renewal) Ltd. 


| 


8/23, 68 Royal 
Indemnity 


ACV less $100) 
deductible 


Page & 


GILBERT E. O. BELL & CO. 
295 MADISON AVE., NeW YORK, N. ¥. 10017 


RECORD OF INSURANCE 
NAME FUGAZY TRAVEL BUREAU, INC. ETAL. 


ADDRESS 488 Madison Avenue - New York, N.Y. 10022 


| 
AMOUNT | COVERAGE LOCATION 


| 
EXPIRATION | COMPANY POLICY NO. | 
i | 
' 


! 

| | | | | 

GROUP ACCIDENTAL DEATH & |/DISMEMBERMENT COVER WITH PERMANENT 

| OTAL DI LITY += WORLDWIDE 

| | | 

L ¥rs iClass 12) Executives as listed 
| $82,500 each 


4/14/68) Lloyd's 


| | 
15| Managers & Jr. Executives 
$27,500 each 


| 
| 
| 
{ 
| 
} 
| 
{ 
| 
| 
} 
{ 


175 All Others 
$22,000 each 


1,000 following death by 
E | 


hw 


| DIAL-A-TOUR, INC 
Continental i 603619 | Until can- ‘Statutory IN.Y.S. Disability 
: celled | Benefits 


i 
{ 


Automobile 


2/8/68 Travelers ME 5432542 | 1 year | 100,300 Public 
| | Liability 
| , 10,000 Property| 
Damage 


PREMIUM 


| 
las auditec 


$317.00 


4 


Page 3 


TELEPHONE: (212) LEXINGTON 2-4226 


GILBERT £. ©. BELL & CO. 
295 MADISON AVE., NEW YORK, N. Y. 10017 


RECORD OF INSURANCE 
NAME FUGAZY TRAVEL BUREAU, INC., ETAL. 
ADDRESS 488 Madison Avenue - New York, N.Y. 10022 


: a i | 
| | ] : ] : | Hy 
' | | 

EXPIRATION COMPANY | POLICY NO. TERM AMOUNT COVERAGE | LOCATION PREMIUM 


! | 
| 


Toe eS ee ee ee ee 
SPECIAL OFFICE MULTIPLE! PERIL COVER | 


! 

{ 
' 3 | a as aaa a aaa ad 2 | 

1/14/68) Royal |WYM 484891 |$ 25,000 Personal Property Various $12,259, 

. | Indemnity Co. S  bOi, oe | Extra ieee | locations Approx. | 

000; Personal | Liabil- | as listed. | 


| | 


$l, 

$ 10,000 |Fire Damage Legal 
lability 
ours subject Lacy restrictions 


{ 
| 
| 
| 
| 


| | 
COMPREHENSIVE DISHONESTY an AND DESTRUCTION BOND + FOR 
| } 
4,/10/69| Insurance Co. | TDC 2 27 91 | 3 yrs. Insuring Agreement I $14,785 4 
of North | | $100,000 | Sepaer eee Dishonesty Form Ci 
America | | 
| a fosuine! Agreement II 
‘io | » 10,000 Loss Inside Premises 


Insuring} Agreement III 
| 7 g 2000 * |Loss Outside Premises 


A-608 


* emeeenennceentetti ELL LTC TO CCC Tt 


POLICY NO. 


6726256 
7451809 
6651608 
7278639 
19017903 
20554911 
138074 
1945-418 
7533 


18-001-011 


FUGA ZY 


TRAVEL 


BYURE AY, 


INC. 


SCHEDULE OF INSURANCE POLICIES ON LIFE OF WILLIAM D. FUGAZY IN FORCE 


INSURANCE COMPANY 


John Hancock tutual Life 


Prudential Ins. Co. of America 
" 

Liberty Life Insurance Co, 

The Maccabees” 

Loyal American Life Ins. Co. 


Prudential Ins. Co. of Auerica 


AS OF SEPTEMBER 25, 1967 


DATE OF POLICY 


" 10/28/58 
4/1/61 
2/16/58 
5/13/60 
8/7/52 
8/22/56 
9/3/6469 
2/1/53 
12/28/63 


2/17/50 


TYPE OF POLICY 


Life Payable to Age 95 $25,000 
" "25,000 
' 25,000 
" 25,000 
Modified Whole Life 15,400 
HS 25,000 
Term. 700,000 
20 Payment Endowment 10,000 
Life paid up at 95 300,000 
Life 9,600 
ee 


AMOUNT OF POLICY 


BENEFIC 


Fugazy Trav 


Joan Fuga: 


tc Naa sea CT sagt ecinaslilaatiamaiomtnenes 
Otto Marx, Jr., aia of the Board 


. co a ees , 


William Denis ica la so 


- 


SCHEDULE 10C 


A-609 
FUGAZY TRAVEL BUREAU, INC. 
SCHEDULE OF EMPLOYEES WHOSE CURRENT ANNUAL COMPENSATION IS $10,000 OR MORE 
PER SECTION 2.15(d) OF THE CONTRACT 


AS OF SEPTEMBER 25, 1967 


NAME POSITION 


tureau, Inc. 


FUGAZY TRAVEL BUREAU, INC. 


William D. Fugazy President - 2 
irene C. TFugazy sccasurer 

Louis V. Fugeaz Vice Cnaiman of the Board 

Gilbert Zirmerman VF. of Gales 

Milton Adler Assistant Treasurer & Assistent Seerctary 

Robert H. Phillips Executive Vice President 

James O. Welch controlier 

William Wrig. Advertising Manager 

Horace G. Craddock * ¥YsP. Svecial Projects 

Elizabeth Van arnca Vice President 

Leone Von Weiss * Vite President 

Joseph D'Agostino Franchise Scales 

‘Rudolph Feick Franchise Administrator 

Mich2zel Flyan Franchise Sales 

David Lee Franchise Account utive 

Kieran O'Doherty j 

Robert Skillen Franct.ise Sales 

Thomas B. Coonerty V.Pe 4 
Charles Lloyd Le 

Walker Grahan ole 


President 
Contzoller 
Director of Marketing 


David Redia 
Edward Scnvartz 
Nageeb Xalid 
Kenneth Rosenberg 


- Caribbean 
EXLO, 367 


tpecial Groups 


No bonuses, percentage compensation 
1to the cbove pezsons for the year : é 
payable to the above persons for the year ended Se 


Eee aan 
Jt., Chairman of the boara 


—_— maine PA erties — 


Wilitas ens rugazy, 


SCHEDULE LOD 


FUGAZY TRAVEL BUR E AU, INC. 


LIST OF BANK ACCOUNTS AND SAFE DEPOSIT BOXES PURSUANT TO SECTION 2.15(e) OF THE CONTRACT 


AS OF SEPTEMBER 25, 1967 


BANK ACCOUNT NUMBER ACCOUNT DESIGNATION Authorized Signers 


FUGAZY TRAVEL BUREAU, INC. 
Manufacturers Hanover Trust 065-8-00308 -rivate account Officers as listed; 
N.Y., NeYe William Denis Fugazy 

Otto Marx, Jr. 
Louis V. Fugazy 
R. H. Phillins 
Irene C. Fugazy 
Milton M. Adler 


Fidelity Philadelphia Trust 06 -04-7 hi Steamship Account Officers as listed above 
Philadelphia, Pa. 


Fidelity Philadelphia Trust 06-07-90-3 hi Regular Account Officers listed above 
Philadelphia, Pa. 


Fidelity Philadelphia Trust 06-07-91-1 Phila. Payroll Account Officers listed above 
Philadelphia, Pa. i 


Franklin National Bank 01-03-688-8 16 W. 46th St., NiY.C. Officers listed above - 
HY. ii. Yo : Y 


Chemical Bank New York Trust 112-010970 é N.¥. Payroll Account Officers listed above . 
NoYes Ne¥s 


Bankers Trust Company 412-163-295 Regular Account : officers listed above 
NoYes NeYe : 


Bankers Trust Company 41-163-586 ~ “16 W. 46th St. Branch Officers listed above 
N.Xe, NeXe : Account 


Bankers Trust Company 411-163-893 In Trust for Trans- 
N.Y., N.Y. Atlantic Passenger Officers listed above 
Steamship Conference Lines 4 


eeeee continued on page 2 


ee 


BANK \CCOUNT_NUMBEI ACCOUNT DISIGNATION - Authorized Signers 


FUGAZY TRAVEL BUREAU, INC, (Continued) 


Te AE 


Bankers Trust Company 41-163-885 Meeting Dynamics Officers as listed on 
N.¥s, Ne¥e 


Bankers Trust Company 41-164-386 Special Account William Denis Fugazy 
N.Yo, N.Y Otto Marx, Jr. 
R.. H. Phillips 
Milton M. Adler 


Chemical Bank New York Trust 112-011381 Regular Account officers as listcd on 
N.Ya, NeYe 


Manufacturers National Bank 100-087 =871 Detroit Branch Officers as listed on 1 and Patricia Lindesan,.Braach More 
Detroit, Mich. Regular Account 


Manufacturers National Bank 100-087-882 ' Detroit Branch Officers as listed on 1 and Patricia Lindeman, Branch Mgr. 
Detroit, Mich. Payroll Account 


Chemical Bank New York Trust 066-106-869 Special Account Otto Marx, Jr. only 
NiYe, NeYs 


Chemical Bank New York Trust 112-013-600 Crest Tours officers as listed on page 
NoYes NoYo 


Toronto Dominion Bank 079-4-80497 Montreal Branch . Officers as listed on page 
Montreal, Canada Account =. Canadian funds 


Toronto Dominion Bank Montreal Branch Officers as listed on page 
Montreal, Canada Account -. U.S. funds 


Barclay's Bank Israeli Pound Account - Officers as listed on page 
Tel Aviv, Israel 


First National city Bank Drachma Account Officers as listed on page 1 and Page Marx, Secretary 
Athens, Greece 


SAFE DEPOSIT BOXES 


Chenical New York Trust Box No. 52-229 . Milton M. Adler only 
bp Samet) 4 : : 
Chenical New York Trust Box No. 52-63 Milton M. Adler only 


a 


VU 


ire aereee tise p 

AN} ACCOUNT NUMBER Authorized Siener 
BREE USER pte ited Zoi e SAS 

= a = 

INC. OF CALIFORNIA 


Many 


‘3 ) 0 § 1 Account Officers listed 


First Western Bank Account Officers listed 1 and Maureen Walsh, Manager 
Leos Angeles, Cal. 


FiGSZY TRAVEL BUREAU OF ILLINOIS, INC. 


Illinois State Bank jr 128-208-6 Regular Account Officers listed 
Chicago, Ill. 


Bankers Trust Company 41-163-914 Regular Account Officers 
NoYes, N.Y. 


National Boulevard Bank 89-3765 Regular Account Officers 
Chicago, Ill. 


FUGAZY INCENTIVE CORPORATION 


_ Chemical Bank New York Trust 112-014-364 Regular Account Officers 
a a 


DIAL-A-TOUR INC. 


, Franklin National 023-770-175 Regular Account 


R. H. Phillips 
. Ret BE 


¢ 
Mi * 4 
024-400-913 Beaver Village pasos Bates 
( 
( 


R n 
Reservations Horace Craddock 


Lewis Goetz 
Bankers Trust ‘Co, 00-00-6840 Regular Account 4 Officers as Listed above 
Movi, Neds : “ 
Chemical Bank New York Trust 007-028-474 Payroll Account Officers as listed above 
ReXey Neds 


Royal Bank of Canada 105-109-5652 Regular Account Officers as listed above 
Toronto, Oatario, Canada é 


eoeeeContinued on page 4 


BANK 


mama 


FUGAZY INTERNATIONAL S.R.Le 


Banca Ponti 
uMilaa, Italy 


Banca D'America e D'Italia 
Milan, Italy 


“ 


The above 


Authorized Signet 


P. Modesti, Manager only 


P. 


schedule does not include bank accountyof franchised branch offices shown 


todesti, Manager only 


e 


separately in Schedule 10D-1 


a= es 


Otto Marx, Jr:, Chairman of the Board 
‘ 


Az. ote) yy 


William Denis Fugazy, President 


SCHEDULE 105-1 


2 ENC 
LIST OF FRANCHISE OFFICE BANK ACCOUNTS PURSUANT TO SECTION 2.15(a) OF THE CONTRACT 


AS OF SEPTEMBER 25, 1967 


™~ BANK ACCOUNT NUMBER .CCOUNT DESIGNATION AUTHORIZED SIGNERS 
.Tuc tia. GEORGIA 
Trust Co. of Georgia 02 Regular Account Officers as listed: 

William Denis Fugazy 

Otto Marx, Jr. ane 

Louis V. Fugazy 

Rs He PRillips 

Irene C. Fugazy 

Milton M. Adler and Henry Yetter 


064-416-1 Regular Account officers and Palmer Hale 
CEUARBURST, N.Y. 
Meadowbrook National Bank 211-30-8443 Regular Account Officer's listed above, and Charles Drucker 
EXIINO, CALIFORNIA 
National Bank of Commerce 01-03567-3 Regular nt fSi above, and archur Turk 


EAS. OSANGE MJ. 


National Newark & Essex Bank 58-4-0968-1 Account Officers listed above, and Leroy Griggs 


EGE. 52 MALES. Ne Y< 


erecta secon ar eyninnnni sn nim ane Su eneveronenira sonccamem 


Micufacturers Hanover Trust Co. 105-0-14126 Regular Account Officers listed and Raiph Lindfors 
Arthur Frederickson 


-e.-continued on page 2 


BANK ACCOUNT NUMBER 


GREAT NECK, N.Y. 


conan Saneperencemrment coats seh nncnnseaiinant 


Chase Manhattan Bank 108-1-032433 


HARTFORD, CONN. 


ET 
se 


Coanecticut Bank and Trust Co. 00-03908-8 


MIAMI, FLA, 


Pan American Bank of Miami 338-159-364 


NEW HAVEN, CONN. 


a 


First New Haven National Bank 3003-128 


NEW ORLEANS, LA. 


Whitney National Bank of New Orleans 06-363-625 
006-363-610 
PORTLAND, MAINE 


ce nena 


Casco Bank & Trust Co. 


RIDGEFIELD PARK, N. J. 
Ridgefield Park Trust Co. 0217-0433 
ROCHESTER, N. Y. 


Marine Midland Bank & Trust Co. §44-80-954-8 


SANTA _ANA, CALIFORNIA 


First Western Bank & Trust Co. 0406-01010 


ACCOUNT DESIGNATION 


Regular Account 


Regular Account 


Regular Account 


Regular Account 


Steamship Account 
Regular Accguot 


Regular Account 


Regular Account 


Regular Account 


Regular Account 


AUTHORIZED SIGNERS 
Officers as listed Nicholas Cavagnaro 
officers listed Max Schwartz 


officers listed 1 only 


Clem Lombardi 
Vito Lucianoi 
Ken Luciani 


officers listed 


Officers listed 
officers listed 


Arthur G. Machler 
Arthur G. Machler 


Officers listed Gary Merrill 


Bob Jurgenson 


officers listed Bernard Winograd 


officers Joseph Fanelli 


Joseph Roloson 


Officers as listed on page l and James Richardson 


«e.-continucd on pege a 


ours CCOUNT NUMBER ACCOUNT DESIGNATION AUTACBIZED SIGNERS 


“ SCRE eCeaDY.. Nee Ye 


Yozae« National Bank l : Account Officers listed Zeward Corcy 
Kaymond Phillips 
poberct Phillips 


SYPACSE, N.Y 


Sa Ae Sine Ce 
Marise Midlend Trust Co. of 
Central New York 208-7086-1-8 Regular Account Officers listed éona L. Roy 
WHITS 2LAINS. N.Y. 


eae eer nee em 


Nezional Bank of Westchester 020-9742 Regular Account ffi listed Martin Kauffman 
Lawrence Robbins 


. WILLLW SThorT, N.Y. C. 


Banxers Trust Company 41-164-239 Regular Account Officers listed William Farrell 
ss William Wander 
i) 


WORCESTER, MASS. 


renee terme een 


Geazaaty Bank & Trust Company 4-307-3107 Account Officers listed Jerome Collins 
illiam Sullivan 


342, MADISON AVENUZ, N.Y. C. 


Franslin National Bank yl Regular Account i listed Carmen Rodriguez 
Manuiacturers Hanover Trust Co. 0 Steansnip Account ffi listed Carmen Rodriguez 


PHILADELOCTA PA. 
Faceiity Philadelphia Trust Co. Regular Account ( fficers listed Jack }. Moses, Jr. 


06-08-09-1 Steamship Account ( Octo Marx, Jr. 
06-08-08-3 Payroll € Les Swanson 


.e--continued on page 4 


BANK ACCOUNT NUMBER ACCOUNT DESIGNATION AUTHORIZED SIGNERS 


BIRMINGHAM, MICH, 


Cay 


Birmingham Bloomfield Bank Regular Account Officers as listed and James FPF. Weiczaa 


MIDJAUKEE, WISC. 


ee er 


Bay View State Bank : Regular Account i Officers as listed 1 and Willard Keland - 


WILMINGTON, DEL. 


a netcntebent 


Wilmington Trust Company Regular Account officers as listed and E. L. Waterman 


VIRGINIA BEACH, VA. 


Seaboard Citizens National’ Bank Regular Account Officers as listed and Herbert G. Ledernan 


ORLANDO, Fla. 


™ First National Bank at Winter Park ; Regular Account Officers as listed and Lorraine J. Gendreau 
wo 


t 
4 


; -7\ ? holy Al yy 
( We WUT 
Otto Marx, Jr., Cnairmen oe ae Board 
a Dg : 
ae ee INT 
William Denis Fugazy/ President 
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PLAINTIFFS' EXHIBIT 7 
EMPLOYMENT AGREEMENT 
ae 
Employment Agreement dated the (0-day of October, 1967. 
by and between FUGAZY TRAVEL BUREAU, INC. (Delaware) (herein- 
after called "DFT"), a wholly-owned subsidiary of The Diners’ 


Club, Inc. (hereinafter called "Diners") and WILLIAM D. FUGAZY 


(hereinafter called the "Smployee"). 


DFT is acquiring the assets and business of Fugazy Travel 


Bureau, Ine., a New York corporation (hereinafter referred to as 


"Pugazy"). Employee has for many years been a key executive en- 
lovee of Fugazy and DFT wishes to retain the benefit of Employee's 

J oe : e 
services. 


Simultaneously herewith Louis V. Fugazy and Otto MAPK), JD | 
| 
(hereinafter called "Other Employees") are also entering into 


employment agreements with DFT. 


The parties hereto agree as follows: 


1. DFT hereby employs the Employee, and the =mployee hered 


rl 


accepts such employment, to serve in an executive capacity for Dr 
for a period commencing on the Effective Date, as hapetnat ter de- 
fined, and continuing thereafter for three years from such date 
(such three year period being hereinafter called the "Initial 
Employment Period"), subject to renewal, at the option of IFT, for 
“two Bead tanned one year jevduas, by notice to smployee within thirty 
(30) days prior to the expiration of the Initial Employment Period, 
or any such one year renewal ese uae to further renewal from time 
to time. thereafter for such period or periods (which may be at the 
pleasure of its Board of Directors) as may be mutually egreed upon 
by DFT and Employee, not to exceed in the aggregate an additional ten 
(10) years (all renewal periods referred to in this Section 1 up to 
an aggregate of eye lve (12) years bedee hereinafter collectively . 


called the "Additional Zmoloyment Pericd") and to devote his full 


time to the business and affairs of DFT with such duties as may be 


A+619 
assigned to him from time to time py the Hoard of Directows of « 
pee : : ‘ 
pF or Diners. ‘The Employee agrees to serve as an-officer or 


director of DFT or of Diners 4f requested to do so. 


©, In full consideration of the performance of these 
services and of the other covenants and agreements of the Employes. 
hereunder,DFT will pay to him compensation at the rates ana 
subject to the limitations specified below: 
(a) Fixed compensation (4) at the rate of $100,000 
per annum for the Initial Employment Period and for 
each year in which Employee's employment is renewed 
thereafter, as provided in Section 1, up to a maximum 
of two (2) years, payable in equal monthly installments, 
of which $25,000 is intended to cover the expenses (in 
addition to those expenses which are ineurred at the 
specific request of DFT and which shall be reimbursed by 
DFT) which it is contemplated that the Employee will meet 
in the performance of his services hereunder, and (ii) at 
such rate after the expiration of five (5) years from the 
Effective Date as may be agreed upon py DFT and Employee 
from time to time for each such additional period or pericds. 
(b) Percentage compensation for each fiscal year of 
DFT or shorter period during the fifteen (15) year period 
(subject to earlier termination as hereinafter provided) 
commencing as of the Effective Date, at the rate of (st) 
10% of the initial franchise fees received by DFT from 
the grant of rew franchises during each such fiscal year 
or shorter period or (11) 8 1/3% of the net profits of 
DFT for said fiscal year or shorter period, whichever is 
greater. 
Percentage comoensation shall be paid as follows subject 


to the limitations specified below: within fifteen (15) days after 


the end of each two-month period during each fiscal year or shorter 


period with respect to which such Percentage Compensation is payable 
hereunder, DFT sr2ll vay to Emoloyee 10% of the initial franchis?2 


fees received by DFT from the srant of new franch 
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during such two-month period; and within sixty (60) days 
after the end of each fiscal year, DFT shall pay to Employee 
the amount, if any, by which the total percentage compen- 
sation payable with respect to such fiscal year exceeds 

the aggregate amount theretofore paid to Employee for such 


fiscal year. 


Such percentage compensation shall be subject to an 
aggregate dollar limitation of $1,250,000 and, in addition, 
toa periodic ae tier limitation of $125,000 for each fiscal 
DFT, and a pro vata portion thereof for each shorter 
period with respect tc which such percentage compensation 


is payable. Subject to the aggregate dollar limitation 


a 


es 


hereinafter referred tc, if the percentage compensation com- 
& I 

puted.as provided above for any applicable period exceeds 
the periodic dollar Jimitation for such period, the excess 

Pp _ ’ 
will be paid in the succeeding fiscal year or years until 
the whole thereof has been paid, provided that the total amount 
of percentage compensation payable for’any such succeeding 
fiscal year shall not exceed the $125,000 gollar limitation 


applicable to a fiscal year. 
3.. For purposes of Section 2: 


(a) ‘Unitial franchise feesshall mean the initial 


cash payment received by DFT from any party receiving 


a franchise froin DFT to operate a travel agency under the 


Fugazy name, as consideration for the granting of 
such a franchise. It is understood that the initial 
cash consideration to be required de cath new fran- 
chise shall be $25,000, which amount may be changed 
from time to time by DFT bus in no event shall the 
4nitial franchise fee, for purposes of this subpara - 
graph (a), be less than $18,750. Anything herein 
contained to the contrary notwithstanding, DFT shall 
have the absolute and unreviewable discretion in the 
selection and approval of new franchisees and nothing 
herein contained shall in any way limit or restrict 
DFT's discretion in such matters, including its right, 
4f it so desires, not to grant any additional fran- 


chises. 


(b) The net earnings of DFT for any fiscal 

year or portion thereof shall be the net earnings 

of DFT for such year, or the pro rata amount of 

such earnings attributable to such shorter period 
computed without any deduction for percentage com- 
pensation paid to the Zmployee under this Agreement 

or to the Other Emnloyees under their emplcyment 
agreements hereinabove referred to and after pro- 


vision for federal and state income taxes thereon (without 
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giving effect to any surtax exemption) determined in 

accordance with generally accepted accounting principles 
applied on @ consistent basis, provided, however, that in 

the event DFT shall completely withdraw from the business 

of selling franchises, the earnings attributable to any 

period subsequent to DFT's withdrawal from such business 

shall be computed without any deduction for the amortization 

of pood will recorded on ‘the books of DFT in connection with the 
acquisition of the business and assets being purchased from 


Fugazy. 


(c) It is understood that the 


| 
a 
a 
an 
re ) 
~ 
Ee 
ca 
ie7) 
fe) 
us: | 
S 
a | 


operated as a corporate division, whether because of a merger 
or consolidatiscn wits 7 into Diners or a subsidiary of Diner 


on the basis of the earnings with the adjustments specifie 
above attributable (after proper allocation of income and expenses 
prop i 


to the assets and business purchased pursuant to the Purchase 


Agreement. 


(d) The independent accounting firm employed by 
DFT as its auditors shall make all computations with respect 
to the amount of percentage compensation payable hereunder for 
each fiscal year of DFT and such computations, inetuaing any 


allocation of income and expense which may be necessary under 


paragraph (c) above. 
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4. (a) DFT may terminate this agreement and 

Employee's employment hereunder including his employment 
as a consultant as hereinafter pz vided, at any time, upon 
thirty (30) days prior written notice to Employee, upon 
eueeyed*« failure or refusal te perform any of the duties 
and obligations to be performed by him hereunder, or upon 
any material breach or material default by him of any obliga- 
tion to be performed by him under or pursuant to any other 
agreement with DFT or any agreement with Diners, or for any 
other vera cause. Such notice shall set forth any grounds 
then known to DFT for such dismissal. Upon such bequitna eter 
DFT shall be relieved of all further obligations hereunder 
except for the obligation to account vo Employee for any amounts 
due him under this agreement prior to-such termination. 

(b) Unless terminated earlier under Section K(a) 
above, Employee's employment as a full time employee under 
Section 1 hereof shall terminate at the expiration of the Initial 
Employment Period (unless continued for the Additional Employment 
Period as provided for in Section 1 herein) or at the termination 
of the Additional Employment Period. Except as otherwise pro- 
vided in Section 4(a) herein, the termination of Employee's em- 
ployment under this subsection (b) shall not affect his rignt 
to receive percentage compensation at the same rate and on tne 
same terms and conditicns speciried beeetn: Upon such termina- 
tion and for 6" Reine as he is entitled to sucn percentage com- 
pensation, he shall thereafter serve DFT as a consultant as 
provided in, and subject to the terms and conditions of, Section 6(c). 

(c) In the event that the Employee dies while 

still in the employ of DFT or wnile still entitled to percentas 
compensation, the percentage compensation otherwise payable to 
him shall be continued to be paid to nis estate at the same rate 


and on the same terms and conditions specified herein. 


Bey 
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5. DFI will be entitled to set off and deduct from 
the percentage compensation payable to the Sup lovee hereunder 
any amounts due or payable to Dri by the Employee whether under 
this agreement, any other agreement with DFT or Diners, or 


otherwise. 


6. (a) In consideration of the execution by DFT 
of this Employment ieee theEmployee agrees that for the 
period set forth in paragraph (b) below, he will not, in any 
manner, directly or indirectly, emis 4n the business of 
viding travel or related services, or licensing or francnising 
“thers to provide such services or in any business which com- 


petes with any of the fields in which Fugazy is presently 


gaged and he will not directly or indirectly own, manage, 


ment, operation or control of or be employed by or connected 
in any manner with, any corporation, firm or business that is 
so engaged without DFT's prior written consent, For the purposes 
of the foregoing, Travelco, Ine. (Pa.) and Praveleo, Inc. (N.Y.) 


shall be deemed engaged in the travel business. 


(bo) The period of Non-Competition referred to 
4n this Section 6 shall commence on the Effective Date and 
shall terminate (i) in the event this Agreement is terminated 
under Section 4(a), one (1) year after such termination; and 
(11) in the event Employee's employment as a full time employee 
is terminated under Section 4(b), one year after such termina- 
tion if DFT elects not tc employ Employee as a consultant as 
hereinafter provided; and otherwise upon the expiration of the 
Consultative Period, as hereinafter defined. 


(c) If Employee's employment as a full time employee 


4s terminated under Section 4(b) while he is or may be entitled 


to receive percentage compensation hereunder, Employee 


shall serve 2s a consultant for DFT, commencing on 


rw 
LS te 
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the termination of such full-time employment and subject to 


earlier termination as hereinafter provided continuing for so 
long as Employee is or may be entitled to percentage shcmeneetinen 
hereunder, unless DFT, Prior to the 20th day after Employee's 
employment as a full-time employee is terminated, notifies Employes, 
of its intention not to so employ him as a consultant. Employee's 
employment as a consultant may be terminated thereafter at any 
anniversary of his employment as a consultant upon thirty (30) 
days notice. For such consultative services Employee shall be 
paid a consultant's fee, payable monthly, at the rate of $100,000 
per annum, for services rendered prior to the expiration of Live 
(5) vears from the Effective Date and at the rate of $37,500 per 
annum for services podened thereafter. Employee agrees that 

he will accept such employment as a consultant as herein provided 
and a,vees to devote such time and efforts in a consultative 
capacity to the business and affairs of DE. .as DFT — reasonably 
require. The period or aggregate periods during which DFT shall 
emp7?oy .mployee as a consultant hereunder 4s referred to herein 


as the "Consultative Period". 


7. Except as DFT may have otherwise specifically agreed 
to in writing, DFT will, upon the acquisition of the business 
and assets of Fugazy have, and shall thereafter continue to have, 
an exclusive right to use the name FUGAZY TRAVEL BUREAU, INC. 


or any derivation thereof as its corporate name- - - - ~ -— - = 


oe CREE RCA EEE RNIN NC 
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and title and the sole right to use the tradenames dace 


ane “FPUCAZY TRAVEL BUREAU" and all of the trademarks, copyrights, 
heralds, insignias, service marks and trade signs or styles 
formerly owned by FUGAZY TRAVEL BUREAU, INC. and identified 
with FUGAZY TRAVEL BUREAU, INC. and the conduct of its business. 
The Employee pebneutededs vhe wectuaive rights of DFT as afore- 
said and its rights with respect thereto shall not be affected 
by the termination of this agreement, Employee's employment 
hereunder or any other relationship between DFT and Employee. 
The Employee agrees for himself, his successors and assigns that 
for 15 years commencing on the Effective Date 
he and they will not directly or indirectly, whether through 
members of their families or otherwise, use or permit the use 
of his own name in connection with or as part of any trademark 
or trade style or in any other manner to be associated or iden- 


tified with, any corporation, firm or other business organization, 


which is engaged in a business stntiwe in any respect to the 
businesses conducted by DFT during such period. Employee agrees 
that the remedy at law for breach by him of any of his covenants _ 
contained in Section 6 or this Section 7; shall be inadequate 

and that DFT shall be entitled to injunctive relief. ‘Such 
covenants shall be independent and separable covenants which 
shall be enforceable notwithstanding any rights or remedies that 
Employee may have unuer any other provision of this or any other 


agreement. 


8. This agreement shall be binding upon and inure to 

the benefit of the parties hereto and any successors to the 
business of DFT but neither this agreement nor any rights here- 
under may be assigned, wiaheue or encumbered by Employee without 
the written consent of DFT. This agreement shall become effective 
on the date (herein called the “cffective Date") of the acquisition 
of substantially all the assets and business of FUGAZY by DFT, and 
in the event DFT does not so acquire the business and assets of 


FUGACY, this Agreement shall be of no force and effect. 


aeismaninaionsimareneeasospeinpasiniinasaininl tino ie: 
cere ee ape en 
ee 
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9. This agreement shall be construed and governed 


4n accordance with the laws of the State of New York. 


10. Any notice hereunder shall be in writing and 
shall be delivered personally or by certified mail, return 
receipt requested, to the respective parties at the respective 
address of each herein set forth, or to such other address 


as either party may designate by a notice pursuant hereto: 


Tf to DET: 
c/o The Diners' Club, Inc. 
10 Columbus Circle 
New York, New York 10036 


Attn: Mr. Thomas A. Hays, 
Executive Vice President 


If to Employee: 


tk 4 yy Me Wom five wr 
ilatial htt lal | 


IN WITNESS WHEREOF, the parties hereto nave executed 


this agreement as of the day and year first above written. 


wile ace Pl Manisha artall ont tie a sce a 1 


Employee” 
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PLAINTIFFS' EXHIBIT 13 


[93.9 +19-% 


ge ~ THE DINERS’ CLUB, INC. 


40 COLUMBUS CIRCLE » NEW YORK, N. Y. 10019 


D Ex , 


June 20, 1969 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 


The Annual Meeting of Shareholders of The Diners’ Club, Inc. will be held at the 
St. Regis-Sheraton Hotel, Fifth Avenue and 55th Street, New York, New Y 


wrk on 
Friday, July 18, 1969, at 10:00 A.M., E.D.T., for the following purposes 


To elect directors for the ensuing year and until their successors are 
elected and qualify. 


To consider and ‘ct upon a proposal to authorize an amendment to 
tr 


the Certificate of Incor or 


ation to increase the number of shares of Common 


Stock, $1 par value, 
3,500,000 to 5,000,000 


hich the Corporation shall have authority sue from 


To ratify certain financing transactions between the Corporation and 
The Continental Insurance Company. 

To ratify the appointment by the Board ot Directors of Touche, Ross, 
Bailey & Smart, certified public accountants, as independent auditors of the 
Corporation for the current fiscal year. 


To consider and act upon a resolution submitted by a shareholder with 
respect to post-annual meeting reports 


To transact such other business as may properly come 


before the meeting 
or any adjournment thereof. 


Only shareholders of record at the close of business on June 9, 1969 are entitled 
to receive notice of and to vote at the annual meeting or any adjournment thereof 
By order of the Board of Directors, 


PHILIP ADELMAN, 
Secretary 


Your attention is directed to the Proxy Statement which begins on the reverse side 
of this notice. If you do not expect to attend the annual meeting in person and wish 
to have your shares represented, please complete and return the enclosed proxy in the 
envelope provided, which requires no postage if mailed in the United States. 


A-629 
PROXY STATEMENT 


INTRODUCTION 


The enclosed proxy is being solicited by and on behalf of the management cf The 
Diners’ Club, Inc. and is subject to revocation by the shareholder at any time before it 
is finally exercised. As of April 15, 1969, the Corporation had outstanding 2,241,903 
shares of Common Stock, entitled to one vote per share. Only shareholders of record at 
the close of business on June 9, 1969 are entitled to notice of and to vote at the 
annual meeting 

As of April 15, 1969, Alfred S. Bloomingdale, Chairman of the Board and Chief 
Executive Officer of the Corporation, owned, of record and beneficially, 276,068 shares 
of Common Stock, equal to approximately 12% of the total outstanding, and The 
Continental Insurance Company owned, of record and beneficially, 653,435 of such 
shares, equal to approximately 29% of the total outstanding. For a discussion of certain 
financing transactions between the Corporation and Continental since the beginning of 
the last fiscal year of the Corporation, reference is made to the heading “The Continental 
Insurance Company” elsewhere in this Proxy Statement. Reference is further made to 
the ratification proposal concerning two of those financing transactions discussed eise- 
where in this Proxy Statement. 


ELECTION OF DIRECTORS 

A Board of Directors consisting of thirteen directors is to be elected by the share- 
holders, to hold office until the next annual meeting of shareholders and until their 
successors have been elected and qualify. The proxy will be voted for the election of 
the persons named herein, all of whom are now serving as directors of the Corporation. 
While the management has no reason to believe that any of those named will not be 
available as a candidate, should such a situation arise the proxy may be voted for the 
election of other persons as directors 


Shares of 
Common Stock 
Beneficially 
Principal Occupation Director Owned 
Name or Employment Since April 15, 1969 
eules T. Asch Senior Executive Vice President 1965 1,802 


Finance and Corporate Planning 
and Chairman of the Finance 
Committee ef the Corporation 


“Alfred S. Bloomingdale! Chairman of the Board and 1951 276,068? 
Chief Executive Officer of the 
Corporation 


H. Huber Boscowitz! New York Sales Manager, 1955 6,911 
F.N. Burt Company, Inc., 
Sales representative, 
New York, New York 


- Peter Colefax Retired; Honorary Chairman of the 1967 625 
Board and Director and consultant, 

American Potash & Chemical 

Corporation, Manufacturer of 

chemicals and mineral products, 

{Los Angeles, California 


_-George Faunce III’ * President of the Corporation® 1967 106 
“William D, Fugazy President of Diners/Fugazy 1968 9,311° 


Travel, Inc., a wholly owned 
subsidiary of the Corporation 
engaged in the travel business 


ry ae : Ss bs a \e ) Do ay 


7 


ae 


A-630 Shares of 


Commor Stock 


Beneficially 
Principal Occupation Director Owned 
Name or Employment Since April 15, 1969 

“Covington Hardee‘ Partner, Clark, Carr & Ellis, 1967 106 
Law firm, 
New York, New York 

“J. Victor Herd? * Chairman of the Board, Chief 1967 1078 
Executive Officer and Director, 
The Continental Insurance Company,” 
Property and casualty insurance, 
New York, New York 

Harold E. Johnson’ * Executive Vice President, 1967 106 
The Continental Insurance Company,” 
Property and casualty insurance, 
New York, New York 

vy Anthony F. Kopp President—Credit Card Division of the 1967 2,294 
Corporation® 

E. Herrick Low Vice Chairman of the Board 1967 103 

and Director,’? 
United California Bank, 
San Francisco, California 

_David J. Mahoney? President and Director, 1965 103 


Norton Simon, Inc., 
Consumer products, 
Fullerton, California 


Edwin C, McDonald! Chairmai of the Board, 1966 216 
Royal Bank of Canada Trust Co., 
New York, New York, and 
Senior Director and Vice President, 
Royal Bank of Canada, 
Montreal, Canada 


1 Member, Executive Committee 


2 Doe. not include 34,!°7 shares, in which Mr. Bloomingdale disclaims any beneficial interest, 
held by Mr. Bloomingdale a: custodian for his minor children. 


3 Does not include 4,115 shares, in which Mr. Boscowitz disclaims any beneficial interest, owned 
by Mr. Boscowitz's wife. 


4 Messrs. Faunce, Hardee, Herd and Johnson were suggested for election as Directors by The 
Cont.nental Insurance Company in 1967. 


5 Prior to his election as President of the Corporation as of March 25, 1969, Mr. Faunce was, for 
more than the previous five years, President of Afco Credit Corporation, a wholly owned subsidiary 
of The Continental Insurance Company engaged in the business of insurance premium financing. 
Upon his election as President of the Corporation, Mr. Faunce resigned as President, and was elected 
Chairman of the Board, of Afco Credit Corporation, and he has continued since that time and will con- 
tinue to serve in that position. 


6Mr. Fugazy has a 25% beneficial interest in F T Ventures, Inc., which, as of April 15, 1969, 
owned 58,710 shares of Common Stock of the Corporation. The 9,311 shares shown in the above 
table as being “wacd by Mr. Fugazy do not include any shares to which Mr. Fugazy may be entitled 
upon the liqui' of F T Ventures, Inc., should such liquidation occur. Reference is made to the 
heading “Fugaz avel Bureau, Inc.” elsewhere in this Proxy Statement for a discussion of the 
acquisition of substantially all of the assets of the predecessor of F T Ventures, Inc. by Diners/Fugazy 


Travel, Inc., a wholly owned subsidiary of the Corporation, and of certain post closing matters with 
respect thereto. 


7 As of April 15, 1969, The Continental Insurance Company owned 653,432 chares of Common 
Stock of the Corporation, equai to approximately 29% of the totul outstanding. 


8 Does not include 107 shares owned by Mr. Herd's wife. 


®Mr. Kopp is also President of Financial Services, Inc, a wholly owned subsidiary of the 
Corporation engaged in the custom credit card business. 


10 Mr. Low is also a Director of The Continental Insurance Company. 
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REMUNERATION OF DIRECTORS AND OFFICERS 
AND CERTAIN OTHER TRANSACTIONS 


Remuneration 


The following table states the aggregate direct remuneration for services in all 
capacities paid by the Corporation and its subsidiaries for the fiscal year ended March 31, 
1969, to (a) each director, and each of the three highest paid officers, whose aggregate 
direct remuneration exceeded $30,000, and (b) all directors and officers of the Corpora- 
tion aS a group: 


Name of Individual or Capacities in Which 
Identity of Group Remuneration was Received Remuneration! 

Alfred S. Bloomingdale Chairman of the Board, President? and $ 98,442 
Chief Executive Officer 

William D. Fugazy President? and Director, and President of 75,000 
Diners/Fugazy Travel, Inc. 

Jules T. Asch Senior Executive Vice President— 56,981 
Finance and Corporate Planning’, 
Chairman of the Finance Committee 
and Director 

Thomas A. Hays Vice Chairman of the Board® 55,115 

Anthony F. Kopp President-—Credit Card Division® 46,635 


and Director, and President 
of Financial Services, Inc. 
All directors and officers 965,2368 
as a group, including 
those named above 
(consisting of 35 persons) 

1 Direct remuners*ion only. No amounts were distributable with respect to the fiscal year 
ended March 31, 1969 under the Executive Incentive Compensation Plan. That Plan was dis- 
continued as of the end of such fiscal year. 

2Mr. Fugazy served as President of the Corporation from April 19, 1968 to February 21, 1969. 
Mr. Bloomingdale had served as President prior to the date Mr. Fugazy assumed that office 
and Mr. Bloomingdale again served as President from February 21, 1969 until March 25, 1969, 
when Mr. Faunce became President 


3 Pursuant to an employment agreement. In addition, under an agreement dated September 
27, 1968, the Corporation paid Mr. Fugazy $60,937 and 9,311 shares of Common Stock of the 
Corporation. For a discussion of Mr, Fugazy’s employment agreement and of the September 27 
agreement, reference is made to the heading “Fugazy Travel Bureau, Inc.”” elsewhere in this 
Proxy Statement. 

4 Until December 18, 1968, when Mr. Asch assumed his present position, Mr. Asch served 
as Executive Vice President—Finance of the Corporation 

5 Mr. Hays served as Executive Vice President of the Corpe ration uniil April 19, 1968, at 
which time he was elected Vice Chairman of the Board. He resigned from all positions with the 
Corporation as of January 31, 1969 

6 Pursuant to an employment agreement. On December 18, 1968, Mr. Hays entered into an 
agreement with the Corporation providing for the termination of his employment as of January 
31, 1969 and for his serving the Corporation as a consultant for one year thereafter. The agree- 
ment also provided for the exercise by Mr. Hays of certain options previously granted to him 
under the Corporation’s Amended Restricted Stock Option Plan. Reference is made to the 
heading “Stock Options” elsewhere in this Proxy Statement 

7 Mr. Kopp was elected President—Credit Card Division as of March 25, 1969. Until May 21, 
1969, Mr. Kopp was also Senior Executive Vice President—-Operations of the Corporation, having 
been elected to that position on December 18, 1968. Prior to December 18, 1968, Mr. Kopp was 
Senior Vice President of the Corporation. 

8 As of March 31, 1969, G. Robert Myers, Executive Vice President—Credit and Collection 
and Philip Adelman, Senior Vice President---Legal Department and Secretary had employ 
ment agreements with the Corporation. Mr Myers’ agreement expires on March 31, 1970 and 
provides for compensation at the rate of $50,000 per year Mr. Adelman’s agreement expires 
on June 30, 1970 and provides for compensation at the rate of $54,000 per vear through june 30, 
1969 and at the rate of $59,000 per year thereafter In addition, there are provisions in that 
agreement for payments by the Corporation to or on behalf of Mr. Adelman, either in consulta- 
tive compensation or in death benefits, of various specified amounts to a maximum of $16,250 
per year and for a maximum four year period commencing upon his retirement from active 
service to the Corporation or upon his death. Reference is made to the heading “Fugazy 
Travel Bureau, Inc.” elsewhere in this Proxy Statement for a discussion of the employment 
agreement between the Corporation’s wholly owned subsidiary, Diners/Fugazy Travel, Inc., and 
William D. Fugazy. 


ie 
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Fugazy Travel Bureau, Inc. 


Acquisition. On October 30, 1967, Fugazy Travel Bureau, Inc. (Delaware), a 
wholly owned subsidiary of the Corporation (the name of which has since been changed 
to Diners/Fugazy Travel, Inc.), acquired substantially all of the assets of Fugazy Travel 
Bureau, Iné. (the name of which was changed to F T Ventures, Inc.) and certain of its 
subsidiaries in exchange for $3,504,266 in cash (as adjusted), 62,000 shares of Common 
Stock of the Corporation and the assumption of certain contractual obligations of the 
seller corporation, principally those under and relating to the franchise agreements of 
the seller corporation. The closing price of the Common Stock of the Corporation on 
October 30, 1967 was $36.625 per share. 


Of the aforesaid 62,000 shares, 57,000 shares were placed in escrow (subject to 
release from time to time) as partial security for the Corporation and Diners/Fugazy 
Travel, Inc. with respect to the non-collectibility of certain accounts and notes receivable 
of the seller corporation, certain liabilities and obligations of, and claims against, the 
seller corporation not assumed by Diners/Fugazy Travel, Inc., and certain other matters. 
William D. Fugazy, his brother Louis V. Fugazy, and Otto Marx, Jr., who were and 
are officers, Directors and shareholders of the seller corporation, jointly and severally 
indemnified the Corporation and Diners/Fugazy Travel, Inc. with respect to the fore- 
going matters. 

On May 8, 1968, upon the adjustment of the cash portion of the acquisition considera- 
tion, the seller corporation gave its 6% promissory note due March 15, 1971 in the 
principal amount of $180,352 to Diners/Fugazy Travel, Inc. and the Messrs. Fugazy 
and Mr. Marx guaranteed all payments under such note. 


Employment Agreements. Effective October 30, 1967, William D. Fugazy was 
employed by Diners/Fugazy Travel, Inc. under an employment agreement having a 
term of three years, subject to renewal for two additional years at the option of the 
subsidiary and for further periods, up to ten years, as may be mutually agreed upon 
by the parties. Mr. Fugazy’s employment agreement provided for a basic salary of 
$75,000 per year (plus $25,000 per year to cover certain expenses) for the initial three 
year period and for the optional two year period and for percentage compensation, for 
a maximum period of fifteen years, at the rate of 10% of the initial franchise fees re- 
ceived by the subsidiary or 844% of the net profits of the subsidiary, whichever is 
greater, subject to a $125,000 per fiscal year limitation and a $1,250,000 aggregate 
limitation. 


Effective at the same time, Diners/Fugazy Travel, Inc. entered into an employment 
agreement with Louis V. Fugazy which is the same in all respects as the above described 
employment agreement with William D. Fugazy, including particularly the provision 
for percentage compensation, except that the basic salary, in the case of Louis Vv. 
Fugazy, was $35,000 per year, and an agreement with Otto Marx, Jr. under which 
Mr. Marx agreed to serve, at the pleasure of the Board of Directors of the subsidiary, 
as a consultant for up to fifteen years at a basic salary of $6,000 per year. Mr. Marx's 
employment agreement also provided for percentage compensation for a maximum 
period of fifteen years, at a rate of 20% of the initial franchise fees received by the 
subsidiary or 1674% of the net profits of the subsidiary, whichever is greater, subjéct 
to a $250,000 per fiscal year limitation and a $2,500,000 aggregate limitation. 


Post Closing Matters. From time to time between May 8, 1968 and October 1, 1968 
all of the shares held in escrow in connection with the acquisition were released to the 
seller corporation. 


On April 19, 1968, when William D. Fugazy became President and a Director of the 
Corporation, it »as agreed that his employment agreement with Diners/Fugazy Travel, 
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Inc. would remain in effect an. at, so long as it was in effect, no additional compensa- 
tion would be paid to Mr. Fugazy by virtue of his positions with the Corporation, except 
that the Executive Incentive Compensation Plan was amended to provide a 1% distribu- 
tion for the President of the Corporation. 


On June 18, 1968, the Corporation, the Messrs. Fugazy and Mr. Marx and a broker 
who represented the seller corporation in connection with the acquisition entered into 
an agreement under which, effective April 1, 1968, the maximum aggregate percentage 
compensation payable to the Messrs. Fugazy and Mr. Marx under their aforementioned 
employment agreements was reduced by 5%, from $5,000,000 to $4,750,000, and there 
were delivered to that broker 2,000 shares of Common Stock of the Corporation in full 
satisfaction of the obligations to him of the Messrs. Fugazy and Mr. Marx and of the 
Corporation (including certain obligations of the Corporation to him arising out of 
unrelated transactions) 


On September 27, 1968, the same parties entered into an agreement providing for 
the elimination of the percentage compensation provisions from the employment agree- 
ments of the Messrs. Fugazy and Mr.’ Marx and, in connection therewith, for the 
cancellation of the aforementioned $180,352 promissory note. Amendment agreements 
accomplishing such elimination were executed on October 1, 1968, at which time the 
note was cancelled. On that date and thereafter, $250,000 in cash and an aggregate of 
38.200 shares of Common Stock of the Corporation were delivered to or on behalf of 
the Messrs. Fugazy and Mr. Marx under the September 27 agreement. Of such 38,200 
shares, 37,245 shares were restricted against any disposition for a period of five years, 
such restrictions being subject to release, to a maximum cumulative extent of 20% per 
year for the first four of the five years of the restriction period, depending upon sales of 
franchises by Diners/Fugazy Travel, Inc, and in full at the end of the restriction 
period; however, at such time any such shares so restricted may be applied in satis- 
faction of any claims by the Corporation and/or Diners/Fugazy Travel, Inc. under 
the acquisition agreement or pursuant to the indemnities of the Messrs. Fugazy and 
M-. Marx given at the time of the acquisition. 


William D. Fugazy resigned as President of the Corporation on February 21, 1969. 
Fugazy Continental, Inc. of New York 


Fugazy Continental, Inc. of New York, a non-affiliated corporation of which William 
D. Fugazy is an officer, Director and 50% shareholder, operates a limousine hire and auto 
mobile leasing business. On February 3, 1969, the Corporation and Fugazy Continental 
entered into an agreement, terminable by either party on two months’ notice, providing 
for the offering by Fugazy Continental of long-term automobile leases to Diners Club 
cardholders. Under the agreement, and subject to the Corporation’s credit approval 
with respect to each lessee, the Corporation will perform all billing and collection services 
with respect to the rentals provided for in such leases, at a fee of 4% of the gross amount 
billed each month. The Corporation will not be liable for uncollected rentals on any 
lease after two months’ notice to Fugazy Continental of a delinquency on such lease. 


The Continental Insurance Company 


6% Junior Subordinated Convertible Debentures Due June 30, 1988. On July 1, 1968 
the Corporation entered into an Agreement—69e 
Debentures with Continental and sold to it, pursuant to such Agreement, its 6% Junior 
Subordinated Convertible Debentures in the principal amount of $2,500,000, in exchange 
for and in cancellation of the Corporation’s 634% Junior Subordinated Notes due 
October 15, 1968, then outstanding in the principal amount of $2,500,000. Such Deben- 
tures mature June 30, 1988 (subject to required annual prepayments of $200,000 each, 
commencing July 1, 1978, and to certain optional prepayments, some with premium) 


Junior Subordinated Convertible 


+2 
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and are convertible into Common Stock of the Corporation at any time prior to maturity 
on a basis, as currently adjusted, of $48.34 face amount of Debentures for each share 
of Common Stock (subject to further anti-dilution adjustment as hereinafter discussed). 
Agreement in principle on the foregoing transaction was reached on May 27, 1968. 
The closing price of the Common Stock of the Corporation on the New York Stock 
Exchange on May 27, 1968 was $47.00 per share; on July 1, 1968, $52.50 per share 


6% Senior Subordinated Convertible Debentures Due October 1, 1988. On September 
27, 1968 the Corporation entered into an Agreement—6% Senior Subordinated Con- 
vertible Debentures with Continental and sold to it, pursuant to such Agreement, 
its 6% Senior Subordinated Convertible Debentures in the principal amount of $5,000,000, 
at a price of 100% of such principal amount. Such Debentures mature October 1, 1988 
(subject to required annual prepayments of $400,000 each, commencing October 1, 1978, 
and to certain optional prepayments, some with premium) and are convertible into Com- 
mon Stock of the Corporation at any time prior to maturity on a basis, as currently 
adjusted, of $55.16 face amount of Debentures for each share of Common Stock (sub- 
ject to further anti-dilution adjustment as hereinafter discussed). Agreement in princi- 
ple on the foregoing transaction was reached on the morning of September 16, 1968. 
The closing price of the Common Stock of the Corporation on the New York Stock 
Exchange on September 13, 1968 was $54.50 per share; on September 27, 1968, $54.50 
per share 


64% 9% Senior Subordinated Convertible Debentures Due January 1, 1989. On Decem- 
ber 23, 1968 the €arporation entered into an Agreement—64% Senior Subordinated 
Convertible Debentures with Continental and sold to it, pursuant to such Agreement, 
its 614% Senior Subordinated Convertible Debentures in the principal amount of 
$2,500,000, at a price of 100% of such principal amount. Such Debentures mature 
January 1, 1989 (subject to required annual prepayments of $200,000 each, commencing 
January 1, 1979, and to certain optional prepayments, some with premium) and are 
convertible into Common Stock of the Corporation at any time prior to maturity 
on a basis, as currently adjusted, of $52.126 face amount of Debentures for each share 
of Common Stock (subject to further anti-dilution adjustment as hereinafter discussed). 
Agreement in principle on the foregoing transaction was reached on the morning of 
November 27, 1968. The closing price of the Common Stock of the Corporation on 
the New York Stock Exchange on November 26, 1968 was $51.25 per share; on Decem- 
ber 23, 1968, $49.00 per share. 


$2,500,000 Financing Transaction. On March 28, 1969 the Corporation entered into 
an Agreement—614% Junior Subordinated Convertible Debentures with Continental 
and sold to it, pursuant to such Agreement, its 6%% Junior Subordinated Convertible 
Debentures in the principal amount of $1,250,000, at a price of 100% of such principai 
amount. Such Debentures mature March 1, 1989 (subject to required annual prepayments 
of $100,000 each, commencing March 1, 1979, and to certain optional prepayments, 
some with premium) and are convertible into Common Stock of the Corporation at 
any time prior to maturity on a basis, as currently adjusted, of $40.79 face amount 
of Debentures for each share of Common Stock (subject to further anti-dilution adjust- 
ment as hereinafter discussed). 


Also on March 28, 1909 the Corporation sold to Continental 37,879 shares of 
Common Stock at a price of $33.00 per share, or an aggregate of $1,250,007. Continental 
agreed to purchase such shares for the purpose of investment. 


Agreement in principle on the foregoing $2,500,000 financing transaction was 
reached on February 26, 1969, and on February 28, 1969 the Corporation and Cont’nental 
entered into an agreement providing for the Agreement—64% Junior Subordinated 
Convertible Debentures and the issuance and delivery of the 37,879 shares of Common 
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Stock, and Continental paid the Corporation an aggregate of $2,500,007 for the Deben- 
tures and for the shares of Common Stock. The closing price of the Common Stock 
of the Corporation on the New York Stock Exchange on February 26, 1969 was $39.25 
per share; on March 28, 1969, $30.25 per share. The formula for determining the initial 
conversion price with respect to such Debentures and the formula for determining the 
purchase price per share of the Common Stock involved in the foregoing $2,500,000 
financing transaction were recommended by an investment barking firm independent 
of the Corporation and Continental anc the determinations thereof were made with 
reference to the February 26, 1969 closing price. 


$10,000,000 Financing Transaction. On March 24, 1969 the Corporation entered 
into a letter agreement with Continental pursuant to which Continental agreed to 
purchase from the Corporation, and the Corporation agreed to sell to Continental (a) 
$2,500,000 aggregate principal amount of 7% Senior Subordinated Convertible Deben- 
tures (which were to be, immediately upon issuance, convertible into Common Stock 

t to maturity on a basis, as initially established, 
of $35.20 face amount of Debentures for each share of Common Stock), (b) $2,500,000 


% Junior Subordinated Convertible Debentures 


aggrepate princely amount of 
which were to be, ‘mmediately upon issuance, convertible into Common Stock of 
ially established, of 


y time prior to maturity on a basis, as init 


$33.60 face amount of Debentures for each share of Common Stock). each purchase price 
e 100% of the principal amount thereof. and 


. at a purchase price of $27.50 per share, or an 


with respect to such issues of Debentures 


(c) 181,819 shares of Common St 
aggregate of $5,000,022.5 

sauired that Continental convert the entire outstanding 
bordinated Convertible 


x AG, 
The letter agreem 


Junior S 


10,000 principal amount of tne 
Debentures due April 1, 1987 held shares of Common Stock, and Continental 


did so on March 28, 1969, re« 


in lieu of a fractional share. 


shares of Common Stock and $1.36 in cash 


On April 30, 1969, upon the first closing with respect to the foregoing $10,000,000 
reement—7/% Senior Subor- 


neing transaction, the Corporation entered into an 


dinated Ce ntures and an Agree! Junior Subordinated Con- 
vertible Deb h Continental and sold to it, pur «to such Agreements, (a) the 
Corporation's 7% Senior Subordina onve e May 1, 1989 in the 
principal amount of $1,250,000, at a price of 100% of such principal amount, (b) the Cor- 
peration’s 744% Junior Subordinated Convertible Debentures due May 1, 1989 in the 


principal amount of $1,250,000, at a price of 100% of such principal amount, and (c) 
t e price of $2,500,025, which Continental 


f regat 


90,910 shares of Common Stock, at 
to purchase for the purpose of investment. Such Debentures mature May 1, 1989 


an agg 
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(subject to required annual prepayments of $100,000, as to each Debenture, commencing 
May 1, 1979, and also subject, in each case, to certain optional prepayments, some with 
premium) and are convertible into Common Stock of the Corporation at any time prior 
to maturity on a basis, as currently adjusted, of $34.62 face amount of senior Debentures 
for each share of Common Stock and $ 33.14 face amount of junior Debentures for each 
share of Common Stock, each such conversion price being subject to further anti-dilution 
adjustment as hereinafter discussed. 

The second and final closing with respect to the foregoing $10,000,000 Anancing 
transaction took place on June 3, 1969. At that time the Corporation sold to Continental 
the remaining principal amount of each issue of such Debentures, at a price in each 
case uf 100% of such principal amount, and 96,909 shares of Common Stock, at an 
aggregate price of $2,499,997.50. Such Debentures mature July 1, 1989 (subject to 
required annual prepayments of $100,000, as to each Debenture, commencing July 1, 


Ses 
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1979, and also subject, in each case, to certain optional prepayments, some with 
premium) and are convertible snto Common Stock of the Corporation at the initial 
conversion prices previously discussed, each of which is subject to anti-dilution adjust- 
ment as hereinafter discussed. 


Under the letter agreement, a commitment fee of 4% per annum, based upon the 
then outstanding commitment, was paid to Continental at each of the two afore- 
mentioned closings. 


The formulas for decermining the initial conversion prices with respect to each issue 
of the Debentures and the purchase price per share of the Common Stock involved 
in the foregoing $10,000,000 financing transaction were recommended by the investment 
banking firm previously referred to in this Proxy Statement under the heading 
“$2 500,000 Financing Transaction,” and the determinations thereof were made with 
reference to a price of $32.00, the average per share closing price of the Common Stock 
on the New York Stock Exchange for the five trading days prior to March 21, 1969. 
The interest rates with respect to each issue of such Debentures were also recommended 
by such investment banking firm. 


Subordination. The indebtedness of the Corporation evidenced by cach issue of 
sentures discussed herein is subordinate and junior in right of payment, as provided 


Het 
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in the respective Agreements relating thereto, to Superior Indebtedn’.s (as defined 
in the respective Agreements), whether outstanding at the date of any ‘ch Agreement 
or thereafter incurred by the Corporation. Superior Indebtedness, im t.:e case of each 
of the Debentures discussed herein which has a junior subordinated status, generally 
includes all indebtedness of the Corporation for money borrowed except other debt of 
the same status, and, in the case of each of the Debentures discussed herein which has 
a senior subordinated status, generally includes all such indebtedness except other debt 
of the same status and debt having a junior subordinated status. By reason of such 
subordination, in the event of any insolvency, bankruptcy or similar proceeding in- 
volving the Corporation, or upon any dissolution, liquidation, winding-up, reorganiza- 
tion or similar action of the Corporation, or in the event any such Debenture is declared 
due and payable before its stated maturity by reason of a default, the holders of Superior 
Indebtedness are entitled to be paid in fu’! all principal and interest with respect to 
Superior Indebtedness before the holders of any subordinated debt are entitled to be 
paid with respect thereto. 


Conversion Provisions. The conversion privilege with respect to each issue of 
Debentures discussed herein is protected against dilution, as provided in the respective 
Agreements relating thereto, in certain events, including, generally, the sale of shares 
of Common Stock for cash or for a consideration per share less than the then prevailing 
respective conversion prices, the issuance of shares of Common Stock upon a stock divi- 
dend, a subdivision or combination of shares of Common Stock, a recapitalization, a 
cons lidation or merger of the Corporation, or a sale of substantially all of the assets 
of the Corporation. No adjustment in any conversion price is required to be made 
upon the issuance of shares of Common Stock pursuant to present or future officer and 
employee options or stock purchase agreements. 


Dividend and Other Limitations and Restrictions. The respective /.greements relating 
to each issue of Debentures discussed herein contain certain limitations and restrictions 
concerning the payment and declaration of dividends by the Corporation and the 
financial status of, the incurrence of debt by, and other activities involving the Corpo- 
ration. 


With respect to dividends, the respective Agreements provide, in effect, that the 
Corporation may not pay or declare any dividend or make any other distribution on 
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account of any class of its stock, or redeem, purchase, or otherwise acquire any shares of 
its stuck (all of the foregoing being defined in the respective Agreements as “Restricted 
Payments”) except out of Consolidated Net Earnings (as defined in the respective 
Agreements) for the period April 1, 1966 to the end of the last fiscal quarter of the 
Corporation preceding the date of any proposed Restricted Payment, less the sum of all 
dividends and other distributions paid by the Corporation after March 31, 1966 and 
the excess of the amount expended, after March 31, 1966, for the acquisition of any 
shares over the amount received, after March 31, 1966, as proceeds for the sale of any 
shares. As of March 31, 1969, approximately $1,637,000 was available for the making 
of Restricted Payments free of the aforementioned restrictions. 


With respect to financial status, the respective Agreements provide, in general, that 
the excess of the Corporation's Consolidated Net Worth (as defined in the respective 
Agreements) over its Consolidated Non-Finance Assets (as defined in the respective 
Agreements) may not at any time be less than $10,000,000; that the aggregate princi- 
pal amount of the Corporation's Current Debt (as defined in the respective Agreements) 
to banks under established lines of credit at any time may not be less than an amount 
equal to 3314% of the aggregate principal amount of its Consolidated Senior Debt (as 
defined in the respective Agreements); that the aggregate principal amount of the 
Corporation’s Consolidated Senior Debt at any time outstanding may not exceed an 
amount equal to 300% of its Capital Base (as defined in the respective Agreements) ; 
that the aggregate principal amount of the Corporation's Consolidated Senior Liabilities 
(as defined in the respective Agreements) at any time outstanding may not exceed an 

q 


amount equal to 425% of its Capital Base; and that the aggregate principal amount 


of the Corporation’s Subordinated Debt (as defined in the respective Agreements) at 
any time outstanding may not exceed an amount equal to the excess of its Consolidated 
Net Worth over its Consolidated Non-Finance Assets. In addition, the consolidated 


current assets of the Corpo 


ion may not, under the respective Agreements. be less than 
105% of the current liabilities of the Corporation (excluding capital and surplus). 
The respective Agreements also contain certain limitations and restrictions on the 
creation or assumption by the Corporation of certain liens and debt, the making of 
certain loans, advances, investments and the like by the Corporation, the participation 


by the Corporation in certain mergers and consolidations and certain sales by the Corpo- 
ration of all or substantially all of its assets. 


Su 


ments re 


mary. The foregoing summary of certain provisions of the respective Agree- 


lating to each issue of Debentures discussed under this heading “The Conti- 
nental Insurance Company” is subject to the complete texts thereof; all the Agreements 
are on file with the Securities and Exchange Commission and the New York Stock 
Exchange. 


Use of Proceeds; Etc. The net proceeds of each sale of Debentures to Continental 
discussed under this heading “The Continental Insurance Company” (except for the 
exchange of the 6% Junior Subordinated Convertible Debentures due June 30, 1988 for 
the 634% Junior Subordinated Notes due October 15, 1968, as to which there were no 
proceeds) were added to the general funds of the Corporation, to meet Current working 
capital requirements, principally those involved in the carrying of increased volumes 
of receivables. The Corporation has found that the most effective way of raising funds 
to meet its current working capital requirements is through the private placement of 
long-term subordinated debt securities of the kind discussed herein. 


Effect of Conversion and Related Matters. Assuming that Continental had converted 
all the Debentures of the Corporation which it held on April 15, 1969, it would have 
owned 909,732 shares of the Corporation’s Common Stock on that date, equal to 
approximately 36% of the total which then would have been outstanding. 


x 
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As of the completion of the $10,000,000 financing transaction, Continental owned 
835,254 shares of the Corporation’s Common Stock, equal to approximately 34% of 
the total then outstanding, and various issues of the Corporation's convertible deben- 
tures which, if converted in full, would have entiticd Continental to an additional 
420,829 shares of the Corporation's Common Stock. Assuming such conversion, Con- 
tinental would have owned an aggregate of 1,256,083 shares of the Corporation’s 
Common Stock, equal to approximately 44% of the total which then would have been 
outstanding. 


Short-Term Financings. From time to time in the ordinary course of its business 
the Corporation sells commercial paper, of various maturities and at various interest 
rates, through dealers, and from time to time from the beginning of the last fiscal year 
of the Corporation through April 15, 1969, Continental and its affiliates purchased 
various principal amounts of various issues of such commercial paper. The highest 
aggregate principal amount of such commercial paper owned by Continental and its 
affiliates at any one time during that period was $8,340,000 (week of July 8, 1968), equal 
to approximately 45% -f the aggregate principal amount of such commercial paper 
which the Corporation had outstanding at that time. As of April 15, 1969, the Corpora- 
tion had outstanding $9,230,000 aggregate principal amount of various issues of such 
commercial paper, and neither Continental nor its affiliates owned any such commercial 
paper at that time. The interest rates on the Corporation’s commercial paper out- 
standing from time to time during the period from April 1, 1968 through April 15, 
1969 ranged between 534% per year and 714% per year. 


Anthony F. Kopp 


Loan. As of April 15, 1969, Anthony F. Kopp was indebted to Financial Services, 
Inc., a wholly owned subsidiary of the Corporation of which Mr. Kopp is President, 
in the amount of $80,000, such indebtedness having arisen as the result of a series of loans 
made to Mr. Kopp to assist him in the financing of a purchase of land in the New York 
metropolitan area and the construction of a home thereon. Mr. Kopp resided in the 
Philadelphia metropolitan area, where Financial Services, Inc. is headquartered, until, 
upon his election as Senior Executive Vice President-Operations of the Corporation 
on December 18, 1968 (Mr. Kopp was elected President—Credit Card Division of the 
Corporation as of March 25, 1969), his various new corporate duties required him to 
move into the New York metropolitan area. 

The loans to Mr. Kopp bear interest at 6% per annum (such interest being payable 
annually) and the principal thereof is repayable in 10 equal annual instalments com- 
mencing January 2, 1973. The loans are to be secured by a mortgage, junior to any 
first mortgage securing any bank loan obtained by Mr. Kopp, on Mr. Kopp’s home. 


Inter-Service Club Card, Inc. The Corporation, Mr. Kopp, and Military Purchase 
System, Inc., a non-affiliated corporation of which Mr. Kopp is a Director, entered into 
a letter agreement, as of April 1, 1969, with respect to the financing and operation of 
Inter-Service Club Card, Inc., a corporation established by Military Purchase System, 
Inc. for the purpose of operating a world-wide credit card charge and billing program 
for United States armed forces military clubs. On April 3, 1969, Inter-Service and 
Financial Services, Inc. entered into an agreement under which Financial Services, Inc. 
would provide servicing and processing for the proposed program, at cost, and would be 
committed to provide up to $8,000,000 of the financing requirements in connection with 
the accounts receivable generated by the program. The three-party letter agreement pro- 
vided that the Corporation and Military Purchase System, Inc. would each purchase 
50% of the common stock of Inter-Service, at its par value, being, in each case, $45,000 
and would each make a $50,000 loan to Inter-Service, and that Mr. Kopp would purchase 
all of an issue of preferred stock of Inter-Service, at its par value, being $10,000. Such 
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preferred stock would be convertible into common stock under certain circumstances. 
Also, Mr. Kopp would serve on the board of directors of, and as a non-compensated 
consultant to, Inter-Service. 


Stock Options 


Amended Restricted Stock Option Plan. The following tabulation shows, as to cer- 
tain directors and officers of the Corporation and as to all directors and officers as a group 
(i) the amount of shares acquired since the beginning of the last fiscal year of the Cor- 
poration through the exercise of options granted under the Amended Restricted Stock 
Option Plan since that date or prior thereto, and (ii) the amount of shares subject to 
all unexercised options held under that Plan as of April 15, 1969. That Plan was termin- 
ated by the Board of Directors of the Corporation on May 15, 1968; no options were 
granted under that Plan since the beginning of the Corporation’s last fiscal year. 


«All Directors 


Thomas Anthony ard Officers 
A. Hays F. Kopp as a Group 
Options Exercised (April 1, 1968 
through April 15, 1969) : 
Number of Shares’. ....4.-- Ake aweae 2,294 983 4,916 
Avygregate option price of options s : 
Okereised 6201 os lara ad aye muas $ 40,925.28 $17,774.99 $ 99.777.7) 
Aggregate market value of shares 
on date options exercised........... $114,269.88 $55,293.75 $257,659.88 
Unexercised Options at Apri! 15, 1969 
Number of Shares’. Pe ed ewe ; ~ 983 7 684 
Average per share option price. Le: - $18.0824 $21.3253 


1 Adjusted to reflect stock dividends paid from April 1, 1968 through dates of exercise of options. 
<4 


2 Adiusted to reflect stock dividends paid from April 1, 1968 through April 15, 


1968 Qualified Stock Option Plan. The following tabulation shows, as to certain 
directors and officers of the Corporation and as to all directors and officers as a group 
(i) the amount of options granted under the 1968 Qualified Stock Option Plan since 
Plan by the shareholders of the Corpora- 
ares subject to all unexercised options held under that Plan 


7 


June 27, 1968, the date of the adoption of t 


tion, and (1i) the amount of 
as of April 15, 1969. Under the terms of that Plan, no options granted thereunder shall be 
exercisable earlier ‘han two years after the granting date; therefore, no option granted 
under that Plan (the right to exercise which had not terminated) had been exercised as 
of Apr’ 1969. In the following tabie, all differences between options granted and un- 
exercis ptions are attributable to terminations of rights to exercise options occurring 
in connection with terminations of employment. 

All Directors 


William Jules Thomas Anthony and Officers 
D¥ogy TAsch Haye = EKopp = saSieie 


Options Granted (June 27, 1968 
through April 15, 1969) : 


Number of Shares.....-.- Ja 3,500 3,500 3,500 3,000 39,250 
| Average per share option price. $53.75 $53./5 $53.75 $53.75 $52.59 
| Unexercised Options at April 15, 
1969: 
Number of Shares..........-- 3,500 3,500 = 3,000 33,000 
Average per share option price. $53.75 $53.75 a $53.75 $52.37 
2 ‘ 


ur - Bo . . 
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AUTHORIZATION OF AMENDMENT TO INCREASE 
THE AUTHORIZED SHARES OF 
COMMON STOCK OF THE CORPORATION 


Under the present Certificate of Incorporation, the Corporation is authorized to 
issue 3,500,000 shares of Common Stock, $1 par value. As stated elsewhere in this 
Proxy Statement, as of April 15, 1969, 2,241,903 shares of Common Stock were issued 
and outstanding. In addition, as of that date, 917 shares were held in the Corporation’s 
treasury to secure certain indemnities of the shareholders of an acquired corporation 
but subject to delivery to such shareholders under certain circumstances, 7,684 unissued 


shares were reserved for issuance pursuant to the exercise of options grar ad ucder 
the Corporation’s Amended Restricted Stock Option Plan, 100,000 unissued $s, 1: vere 
reserved for issuance pursuant to the exercise of options granted and to be v anted 


under the Corporation's 1968 Qualified Stock Option Plan, 296,337 unissued snares were 
reserved for issuance upon conversion of the various issues of the Corporation’s con- 
vertible debentures then outstanding, and 40,000 unissued shares were reserved for 
issuance under certain post closing contingent payment arrangements in connection 
with an acquisition. Thus, as of April 15, 1969, there were 813,159 authorized shares 
of Common Stock which were neither issued nor reserved. 


The $10,000,000 financing transaction, which is discussed e'sevshere in this Proxy 
Statement under the heading “The Continental Insurance Company,” was completed 
since April 15, 1969. That transaction involved the issuance of an aggregate of 181,819 
shares of Common Stock, required the reservation of 146,537 unissued shares for issu- 
ance upon conversion of the two issues of convertible debentures therein involved, and 
resulted in adjustments of the conversion prices with respect to all the other issues 
of the Corporation's convertible debentures then outstanding, which adjustments 
required the reservation of an additional 20,617 unissued shares for issuance upon con- 
version. Thus, at present, there are only 464,186 authorized shares of Common Stock 
which are neither issued nor reserved and which are therefore available to meet the 
future needs of the Corporation. 


The manage.nent of the Corporation will propose at the meeting the authorization 
by the shareholders of an amendment to the Certificate of Incorporation to increase 
the number of authorized shares of Common Stock from 3,500,000 to 5,000,000. The 
management believes that the proposed increase would be in the best interests of the 
Corporation and its shareholders, providing a reserve of shares of Common Stock 
which would be available for meeting additional financing requirements of the Cor- 
poration and for other corporate purposes, including acquisitions. 


The additional shares of Common Stock sought to be authorized would be identical 
with the shares of Common Stock now authorized and the proposed amendment of 
the Certificate of Incorporation would not affect the terms of, or the rights of the 


holders of, presently issued or reserved shares of Common Stock. The Common Stock 


of the Corporation has no conversion, preemptive or subscription rights and is not 
redeemable. 


Although management has no present plans, negotiations, agreements or under- 
standings with respect to the issuance of additional shares of Common Stock (except 
for issuances with respect to reserves hereinbefore discussed) the Corporation is often 
engaged in the consideration of situations which might lead to the issuance of shares 
of Common Stock, and management believes it important that the Corporation have 
the flexibility of having a sufficient number of unissued shares of Common Stock 
available for its needs from time to time connected with the development of the business 
of the Corporation. 
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All the authorized but unissued shares of Common Stock of the Corporation, 
including those additional shares which would be authorized pursuant to a favorable 
vote on.this proposal, may be issued by the Corporation, for proper corporate purposes, 
without further shareholder approval or ratification, except to the extent required 
by the laws of the State of New York or pursuant to the agreement under which the 
Common Stock of the Corporation is listed on the New York Stock Exchange. 

In connection with this proposal, reference is made to the discussion under the 
heading “Further Financial Information” elsewhere in this Proxy Statement. 


For the proposed amendment to be authorized, it must be approved by a majority 
of the votes cast at the meeting by the holders of the outstanding shares of the Cor- 
poration. If the proposed amendment is authorized, a certificate of amendment tacor- 
porating the proposal will be filed promptly by the Corporation with the Department 
of State of the Stste of New York, and, upon such filing, the amendment will be effected 


It is recommended that the shareholders VOTE FOR the foregoing amendment 
proposal. 


RATIFICATION OF CERTAIN FINANCING TRANSACTIONS 
WITH THE CONTINENTAL INSURANCE COMPANY 


Proposal. On March 24, 1969 the Corporation agreed with the New York Stock 
Exchange that it would submit to its shareholders, for ratification at this annual meeting, 
the $2,500,000 financing transaction and the $10,000,000 financing transaction (both of 
which have been previously discussed in this Proxy Statement under the heading 
“The Continental Insurance Company,” to which reference is made), and that, pending 
action by the shareholders of the Corporation, all shares of Common Stock sold directly 
to Continental in connection with either such transaction and all shares of Common 
Stock issued upon any conversion of any of debentures sold to Continental in connection 
with either such transaction would be placed in escrow Such an agreement was 
required by the Exchange as a condition to the listing of the shares of Common Stock 
involved in the transactions 


On March 28, 1969, at the closing of the $2,500,000 financing trans action, Continental 
delivered the 37,879 shares of Coinmon Stock directly sold to it to Manufacturers 
Hanover Trust Company, as escrow agent, and Continental agreed with the Corporation 


e 


that it would deliver into escrow any shares of Common Stock issued to it upon any 
conversion of the 614% Junior Subordinated Convertible Debentures due March 1, 1989. 

Substantially the same procedure was followed at each of the closings with respect 
to the $10,000,000 financing transaction 

In accordance with its agreement with the Exchange, the Corporation will submit 
for ratification by the sharehoiders at the meeting the $2,500,000 financing transaction 
and the $10,000,000 financing transaction. The shareholders are asked to ratify these 
trancactions, and all agreements entered into and all actions taken by the Corporation 
with respect to these transactions. 


Vote Required. For the $2,500,000 financing transaction and the $10,000,000 financing 
transaction to be ratified as aforesaid, there must be an affirmative vote by a majority of 
the votes cast at the meeting by the holders of the outstanding shares of the Corporation 
excluding any votes cast by Continental, which will not be tabulated on this proposal ; 
however, all shares owned by Continental and present in person or by proxy at the meet- 
ing will be tabulated for quorum purposes and will be tabulated as cast or as directed 
on all other proposals presented. 


Further Financial Information. For further information with respect to the Corpora- 
tion, the $2,500,000 financing transaction and the $10,000,000 financing transaction, 


Cd 
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reference is made to the heading “Capitalization”, which follows immediately hereinafter 
in this Proxy Statement, and to the financial statements of the Corporation, including 
the notes thereto, contained in the annual report of the Corporation (a copy of which is / 
being sent to each shareholder of the Corporation as of the record date together with 
this Proxy Statement), which are incorporated herein by reference. 


Capitalization. The capitalization of the Corporation (including certain current 
debt) as of February 25, 1969 (the date immediately preceding the date agreement in 
principle was reached with respect to the $2,500,000 financing transatcion) and as of 
the completion of both the $2,500,000 financing transaction and the $10,000,000 financing 
transaction, is as follows: 


Outstanding Outstanding 
Authorized February 25, 1969 June 3, 1969 
Lonc-Term Dest!: 
51%4% Promissory Notes due April 1, 
ee eee $ ~ $ 2,000,000 $ — 2 
514% Promissory Notes due October 1, 
GORD ces a a eee eee Sele ny 1U, 0,000 10,000,000 19,000,000 
5%4% Junior Subordinated Convertit'e 
Debentures due April 1, 1987........ - 2,500,000 ete ae 
6% Junior Subordinated Convertible 
Debentures due February 1, 1988.... 1,250,000 1,250,000 1,250,000 
6% Senior Subordinated Convertible 
Debentures due February 1, 1988.... 1,250,000 1,250,000 1,250,000 
6% Senior Subordinated Convertible 
Debentures due April 1, 1988........ 2,000,000 2,000,000 2,000,000 
6% Junior Subordinated Convertible 
Debentures due June 30, 1988........ 2,500,000 2,500,000 2,500,000 
6% Senior Subordinated Convertible 
Debentures due October 1, 1988..... 5,000,000 5,000,000 5,000,000 
6%4% Senior Subordinated Convertibl< 
Debentures due January 1, 1989....°. 2,500,000 2,500,000 2,500,000 
6%% Junior Subordinated Convertible 
Debentures due March 1, 1989...... 1,256,000 1,250,000 1,250,000 
7% Senior Subordinated Convertible 
Debentures due May 1, 1989......... 1,250,000 — 1,250,000 
7'%4% Junior Subordinated Convertible 
Debentures due May 1, 1989........ 1,250,000 — 1,250,000 
7% Senior Subordinated Convertible 
Debentures due July 1, 1989........ 1,250,060 —_ 1,250,000 
74%4% Junior Subordinated Convertible 
Debentures due July 1, 1989......... 1,250,000 — 1,250,000 
$30,750,000 $30,250,000 $30,750,000 
Certain Current Dest?: vat ae 
Notes Payable—Banks® .............. $ -— $59,474,000 $62,874,0908 
Notes Payable—Commercial Paper’... — 18,058,000 14,824,0007 
$ — $77,532,000 $77,598,000 
Capital Stock: : 
Common Stock, $1 par value.......... 3,500,000 shs. 2,081,787 shs.8 2,423,722 shs.8.9 


1 Including current portions of the long-term debt shown but excluding miscellaneous long-term 
debt, including current portions thereof, amounting to approximately $817,000 in the aggregate as cc 
February 25, 1969 and to approximately $813,000 in the aggregate as of June 3, 1969. There are no 
current portions of the long-term debt shown except with respect to the 544% Promissory Notes 
due April 1, 1972. Reference is made to footnote 2 with respect to such Notes. 
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2On April 1. 1969, the Corporation made a required annual prepayment of $500,000 with respect 
to these Notes ard prepaid the entire remaining $1,500,000 principal amount then outstanding, at 


par, without premium. This transac ion was unrelated to the $2,500,000 financing transaction and the 
$10,000,000 financing transaction. 


8 On March 28, 1969, Continental converted tle entire ov'standing $2,500,000 principal amount of 


these Debentures. For a further discussion with respect to this transaction, reference is made to the 
heading “$10,000,000 Financing Transaction” elsewhere in this Proxy Statement. 


4 Not including current portions of cert?*» long-term debt (with respect to which reference is 
made to footnotes 1 and 2), accounts payahle, actr-ed expenses and income taxes payable. 


5 The aggregate amount of Notes Payable— Banxs of the Corporation and the aggregate amount 
of Notes Payable—Commercial Paper oi the Corporation change on a daily basis 


@The Notes Payable—Banks, as shown herein on a pro forma basis, has been computed by 
deducting $5,000,000, the approximate proceeds received b: the Corporation upon the second closing 


with respect to the $10,000,000 financing transaction, from $67,874,000, the aggregate principal amouny 


of Notes Payable—Banks of ‘he Corporation as of May 15, 1969. Reference is made to footncte 5 


7 The Notes Payable—Commercial Paper, as shown herein on a pro forma basis, is the aggregate 
principal amount of Notes Payable—Commercial Paper of the Corporation as of May 15, 1969 
Reference is made to footnote 5 


8 Excluding 6,277 shares held in the Corporation's treasury as of February 25, 1969 and y17 


shares held in the Corporation's treasur 


as of June 3, 1969. Also excluding, as of both dates, shares 
reserved for issuance (a) upon the exercise of options granted under the Corporation's Amended 
Restricted Stock Option Plan, (b) upen the exercis: of options granted and to be granted under the 
Corporation's 1968 Qualified Stock Option Plan, (c) upon the conversion of any issue of the Cerpo- 
ration’s convertible debentures, end (d) with respect to certain posi closing contingent pavrients in 
connection with an acquisition unreiated to the $2,500,000 financing transaction and the $10,000,006 
financing transaction 


® The increase includes (a) 37,879 shares issued and sold in connéction with the $2,500,000 
financing transaction, (b) 116.877 shares issued upon conversion of the 4% Junior Subordinated 
Convertible Debentures due April 1, 1987 (as to which reference is made to footnote 3), (c) 5,360 
shares delivered from the Corporation's treasury in a tranraction unrelated to the $2,500,090 financing 
transaction and the $10,000,000 financing transaction, and (d) an aggregate of 181,819 shares 
and sold in connection with the $10 000,000 fhnane 


issued 


Ing transaction 


Recommendation. It is recommended that the shareholders VOTE FOR the fore- 
going proposal of ratification. 


RATIFICATION OF APPOINTMENT OF AUDITORS 


Touche, Ross, Bailey & Smart, certified public accountants, have audited the books 
and accounts of the Corporation and its subsidiar.es for the past five fiscal years, and 
the Board of Directors has appointed that firm as the Corporation’s independent auditors 
for the current fiscal year. This appointment will be submitted for ratification by the 
shareholders at the meeting. 


It is recommended that the shareholders VOTE FOR the foregoing proposal of 
ratification. 


SHAREHOLDER PROPOSAL WITH RESPECT TO 
POST-ANNUAL MEETING REPORTS 

Lewis D. Gilbert and John J. Gilbert, 1165 Park Avenue, New York, New York 

10028, have informed the Corporation that they intend te introduce the following resolu- 
tion at the meeting: 

“ResoLveD: That the stockholders of Diners’ Club, Inc., assembled in annual 

meeting in person and by proxy, hereby request that, following the annual meeting, 

an improved post-meeting report be sent to all owners containing a summary of 


p yi) 
k i 
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the discussion, the actual vote in terms of shares for and against resolutions pre- 
sented to the meeting, identification of participants, and important shareholders 
questions and management answers.” 


The following staternent has been submitted in support of the foregoing proposal: 


The last post-meeting report failed to give any of the questions and answers 
or the general discussion in regard to proposals. 


“Gulf and Western, American Tobacco, Lockheed, Federated Department 
Stores and Johns-Manville are examples of the kind of report we have in mind. 


“If you agree, please mark your proxy FOR this resolution, otherwise it is 
automatically cast against it.” 


For the proposal of the Messrs. Gilbert to be adopted, it must be approved by a 
majority of the votes cast at the meeting by the holders of the outstanding shares of the 
Corporation. 


For the fcllowing reasons, the Board of Directors of the Corporation recommends 
that the shareholu*rs vote against the resolution: 


The Corporation intends to continue its policy of reporting to all its shareholders 
with respect to annual meetings. Past post-annual meeting reports of the Corpoxation 
have contained information of the kind which concerns the Messrs. Gilbert, including 
details as to shares represented and voting and summaries of actions taken. Management 
relieves, however, that the expansion of such reports in the future to ¢ nform with the 
proposal of the Messrs. Gilbert would be unwarranted. The various proposals to be 
considered at each annual meeting are discussed in the related proxy statement, which 
is sent to all shareholders. To summarize in a post-annual meeting report the discussion 
and the questions and answers at the meeting would, in the opinion of management, 
involve excessive detail and unjustifiable additional costs for preparation and printing. 


It is recommended that the shareholders VOTE AGAINST the foregoing share- 
holder proposal 


OTHER INFORMATION 


Proxies for the annual meeting will be solicited by mail directly and through 
brokerage and banking institutions, and all expenses involved, including printing and 
postage, will be paid by the Corporation. 


The management knows of no other matters which will be presented to the share- 
holders for formal action at the meeting and does not anticipate that any other matters 
will be brought before the meeting. If, however, any other matters properly come 
before the meeting or any adjournment thereof, the persons named in the proxy will 
have discretionary authority to vote the proxy in accordance with their judgment on 
any such matter. 


By order of the Board of Directors, 
ALFRED S. BLOOMINGDALE, 


Chairman of the Board and 
Chief Executive Officer 


New York, New York 
June 20, 1969 


is extendced 


» de x = eo 
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PLAINTIFFS' EXHIBIT 22 : 
AGREEMENT dated this °7t* day of September, 1968 
by and among THE DINERS! CLUB, INC., a New York corporation 
("Diners"), DINERS/FUGAZY TRAVEL, INC., a Delaware corpora- 
tion ("DFT"), F T VENTURES, INC., a dissolved New York cor- 
poration ("Ventures"), OTTO MARX, JR., WILLIAM D. FUGAZY and 
LOUIS ‘Vv, FUGAZY {the "Principais"), and A, MITCHELL LIFTIG 


C"Tattie™). 


REC IPA LS ': 


1. On October 10, 1967, Diners entered into an agree- 


ment (the "Purchase Agreement") with Fugazy Travel Bureau, Ine 


baer J 


a New York corporation,the name of which was changed to Ventures, 
pursuant to which DFT, a wholly-owned subsidiary of Diners, on 
October 30, 1967, acquired substantially all of the assets of 
Ventures for cash and 62,000 shares of Diners Common Stock, par 


value $1 per share ("Common Stock"). 


2 Ventures ang the Principals indemnified Diners 
and DFT with respect to the non-collectibility of certain 
accounts receivable of Ventures, liabilities and obligations 
of, and claims against, Ventures not assumed by DFT and misrep- 
resentations and breaches of warranty, and 57,000 of the afore- 
Said shares paid were placed in escrow with The Chase Manhattan 
Bank, N,A, (the "Bank") to secure Diners and DFT with respect 
to the indemnities, The escrow arrangement provided for the 
release of shares from time to time in excess of that number of 


shares (valued at $37.50 per share) necessary to secure claims 


or potential claims under the indemnities, 


3% On May 8, 1968, in connection with-a post clos- 
ing adjustment, Ventures delivered a 6% promissory note due 
March 15, 1971 in the principal amount of $180,352 to DFT (the 


"Note"), payments being guaranteed by the Principals, and 
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31,600 shares were released from escrow, Prior tO the date 


hereof 13,479 additional chares were released from escrow, 
and as of the date hereof 12,583 shares remain in escrow 


(the "Escrowed Shares"), 


a Effective October 30, 1957, each of the Princi- 
pals entered into employment agreements with DFT which pro- 
vided, among other things, for contingent compensation to 
them, depending upon sales of retail travel agency franchises 
by, or profits of, DFT, payable over 15 years in the maximum 
aggregate amount of $5,000,000. Forsoant to agreements of 
June 18, 1958, amending the employment agreements, the maximum 
aggregate contingent compensation was reduced to $4,750,000, of 


which, to date, $500,000 has been paid. 


5. The parties hereto desire to effect the release 
of the Escrowed Shares, to cancel the Note, and to modify the 


above-mentioned employment agreements, 


NOW, THEREFORE, it is agreed as follows: 

1. At the closing hereunder, (a) DFT shall deliver 
to Ventures the Note, marked "Cancelled", and (b) Diners and 
Ventures shall execute a determination, in the form annexed 
hereto as Exhibit A, authorizing the Bank to release the Es- 
crowed Shares and to deliver them to Ventures. 

2, At the closing hereunder Diners, DFT and the 
Principals shall each execute agreements modifying and amending © 
the respective employment agreements of the Principals, in the 


respective forms annexed hereto as Exhibits B, C ana D. 


5. On February 3, 1969, (a) DFT shall cause Diners 


to deliver to Liftig a certificate, registered in Liftig's 


name, representing 955 shares of Diners Common Stock, 
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(>) DFT shall deliver to Liftig its check, to hisorder;, in 
the amount of $6250, (¢c) Liftig shall deliver to Diners a 
letter in the form annexed hereto as Exhibit E, and (a) 
Liftig shall deliver to Diners, DFT and the Principals a 
‘letter agreement, in the form annexed hereto as Exhibit. .F, 
Notwithstanding the foregoing, Dirt may at its election, upon 
5 days" prior inobice to Liftig, deliver the aforesaid shares 
and/or check to Liftig at any time prior to February 3, 1969 
and in the event of such delivery prior to February 3, 1969 
Liftig shall at the time of such delivery deliver the aforesaid 


letter and letter agreement in the forms annexed hereto as 


a3] 


xHibits Eo and F respectively, 


4. The closing hereunder shall take place at 10 A.M, 
on October 1, » 1968 at the offices of The Diners' Club, Inc., 


10 Columbus Circle, New, York, New York, 


IN WITNESS WHEREOF, the parties ili Hk executed 


this agreement as of the day and year first abov¢e written, 


\ 
:, DINERS? cus, mvc, )\ \ 
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EXHIBIT A 


1. The foregoing certificate is provided pursuant 
to paragraph 4 of a certain agreement dated October 30, 1067 
("Escrow Agreement") among The Diners' Clvb, Inc. ("Diners"), 
Fugazy Travel Bureau, Inc. ("Fugazy") and, The Chase Manhattan 
Bank, N.A. ("Bank"). 


2. On October 31, 1967, the corporate name of Fugazy 


\ 


was changed to F T Ventures, Inc. ("Ventures"), 
3. Bank is hereby authored and directed to release 
from escrow all the shares of Diners Common Stock being held by 
{t pursuant to the Escrow Agreement, to put the same through 
for transfer, to register the same in the name of F T Ventures, 
Inc.,.to have affixed to any certificate or certificates there- 


for the following legend: 


"This certificate has been issued pursuant 
to an agreement dated Octover 10, 1967 to which 
The Diners' Club, Inc. is a party, and may not 
be sold, assigned or transferred unless and 
until covered by an effective registration 
statement under the Securities Act of 1933, as 
amended, or unless and until Diners receives 
an opinion from its counsel that such registra- 
tion is not required." 


and to deliver — new certificate or certificates to FT 
Ventures, Inc. c/o Otto Marx, Jr., 40 Wall Street, New York, 
New York, : 

4. The determination stated in paragraph 3 hereof 
has been mutually agreed upon by the undersigned. 

5. Dated October 1 i 2966... 


THE DINERS' CLUB, INC. 


By_ 


ee 


F T VENTURES, INC. 


By. 


RR 
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PLAINTIFFS' .EXHIBIT 22(a)- 


AGREEMENT dated this 1st day of October , 1968 
by and between THE DINERS' CLUB, INC.., a New York corporation 
.("Diners"), DINERS/FUGAZY TRAVEL, INC., a Delaware corporation 
("DFT") and WILLIAM D, FUGAZY ("Employee"). ae 


. WHEREAS, DFT and the Employee entered into an 
employment agreement dated October 10, 1967, which agreement 
as heretofore amended is hereinafter referred to as the 
"Employment Agreement"; and 


WHEREAS, DFT entered into employment agreements 
dated October 10, 1967 with Otto Marx, Jr. and Louis V. 


Fugazy, respectively (the "Other Employees"); and 


WHEREAS, the parties desire to amend the Employment 


Agreement in certain respects as herein set forth; 


NOW, THEREFORE, the parties agree as follows: 
3 3 Ps D 


1. All of paragraph 2 following clause (a2) thereof, 
and all of paragraph 3, of the Employment Agreement are 
Geleted, and in consideration of and in full settlement for 
services neretofore performed thereunder but not yet paid for, 


DFT agrees to pay to Employee on February 3, 1969 the sum 


.of $60,937.50, by check payable to the order of Employee. 


2, Simultaneously with the execution hereof, Diners 
“4s delivering to Employee, and Employee acknowledzes receipt 
thereof, a certificate, registered in Employee's name, 
representing 9,311 shares of Common Stock, pee value $1 per 


share, of Diners ("Common Stock"). 


3. With respect to the snares referred to in 


paragraph 2: 
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(a) The Employee hereby represents to Diners 
that deh shares are being acquired by him for investment 
for-his own account and without any intention at this 
time of dividing his ownership with others or reselling 
or otherwise distributing the same and (provided any of 
such shares are otnerwise transferable, as hereinafter 
provided) that no disposition, distribution or transfer 
of any interest in any of such shares shall be made in 
the absence of an effective registration statement for 
such shares under the Securities Act of 1933, as amended, 
or unless Diners shat have been furnished with an opinion 
of its counsel that resistration is not required under 
the Act. 

(vo) Anything herein contained to the contrary 
notwithstanding, such shares may not be sold, assigned, 
discounted, pledged as collateral for a loan or trans- 
ferred by tne Employee, nor may any disposition or 
distribution of them be made by him, for a period of 
five years from the date hereof (the "Restriction Period"), 
except as nerein provided. 

43) The foregoing restrictions shall be 
released as to a maximum of 20% of such shares with 
respect to each of the fiest Four years of the 
Restriction Period if 26 or more retail travel asency 
franchises nave been sold by DFT during any one of 
those years, and if less than 25 franchises are sold 
during; any such year, the restrictions shall be 


released witn respect to a proportionately reduced 


f 
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percentage of such shares; provided, however, that 


4f more than 25 franchises are sold during any such 
year, the excess of the franchises so sold over 25 
shall be applied to any succecding year in whicn 

“Jess than 25 franchises are sold, for the purpose 
of maximizing the release of the foregoing restric- 

. tions. The sale of a franchise shall be deemed 
completed upon the execution of the form of franchise 
“agreement then in use by DFT and the receipt by DFT 
of a franchise fee thereunder. 

: (41) Promptly after the end of eacn of the 
first four years of the Restriction Period, Diners 
shall take all such actions as shall be necessary 
(ineluding, without limitation, directing its trans- 
fer agent to act) to cause the release of restrictions 
with respect to the number of shares determined as 
provided in clause (1) above, including a chanze in 
the legend on the certificates representing such 
shares, as hereinafter provided. 

(iii) Promptly after the end of the fifth 

- year of the Restriction Period, and regardless of 
the numoer of franchises then baa: Diners snail), 
take all such actions as shall oe necessary (including, 
without. limitation, directins its transfer asent to 
act) to cause the release oF yeatetecions (pro rata 
as amonz the Employees) with respect to the excess of 
the shares then sudject to the foregoing restrictions 
over a number of shares equal in value to the amount’ 
deemed by Diners to ue necessary fully to satisty : 


any claims that Diners: and/or DFT may then have under 
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(A) an agreement dated October 10, 1yb/ between 


Diners and Pugazy Trave) Bureau, Inc. (name changed 
‘to F T Ventures, Enc...) by whicn. DFT purchased sub- 
stantially all the assets of Fugazy. Travel Bureau, 
Inc. (the "Purchase Agreement") or (B). a letter, 
' agreement dated October 40; 1967, addressed to 
Diners and signed by the Employee and the Other 
Henlosses ("Letter Agreement"). For purposes of 
‘this clause (i411), the shares applied in satisfaction 
of the aforesaid avers, if any, by Diners and/or 
DFT shall be applied at a value per share of $50, 
subject to adjustments for stock dividends, splits, 
reclassifications and like transactions after the 
date hereof. That proportion of tne total number 
of shares deered necessary for the foregoing reim- 
bursemenl and held by the Pubhoyee: sna be returned 
to Diners for cancellation, and the Employee asrees 
to talc all such actions as shall be necessary to 
sawouctan such return and cancellation. 

It is eT and agreed that the 
rights of Diners and DFT concerning any claims which 
nay or either of then may have under the Purchase 


Agreement or the Letter Agreement shall be limited 


in amount to the shares referred-to in this.clause 
(441), and upon the application to such erating of 
such shares (whether or not the shares are sufficient 
to satisfy the claims in full), Diners: and DFT shall 
have no further rishts asainst Ff Ventures, Inc. 


- under the Purchase Agreement or against the Employee 


under the Letter Asreement. 
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Notwithstanding the forcesolns pro- 


visions of this clause (1411), before application 

of any shares in satisfaction’ of the above-mentioned 

claims, Diners and DFf shall give reasonable prior 
notice thereof to the Employee and the Other 

- Employees, and in lieu of the application of such 
shares, the Employee and the Other Employees shall 
have the right to pay to Diners and/or DFT the full 

“amount of such claims in cash. 

(iv) The certificate representing the 
shares being delivered to the Employee upon the 
execution of this agreement (and any certificate or 
certificates delivered in substitution therefor, 
except as provided in clause (v) of this subparasrapn 
(b)) shall bear the following legend: 

"This certificate is issued pursuant to an 

agreement dated October 1 » 196€ to which 
The Diners' Club, Inc. is a party, and the 
shares represented heredy may not be sold, 
‘assigned or transferred exceot (2) as provided 
4n that asreement, and thereafter (0) unless 
and until covered by an effective resistration 
statement under the Seourittes Act or 1933, as 
amended, or unless and until Diners receives 

an opinion from its counsel that such resistra- 
tion is not required.” ' 

(v) At ‘such time as the restrictions 
contained in this subparasraph (b) shall be 
released as to any of the shares beins delivered 


wpon the execution hereof, Diners shall deliver 


to the Employee in partial substitution for the 
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certificate or certificates referred to in clause 


* 4 ? . « 

(iv) above a certificate containing the following 

legend: 

"This certificate is isgued pursuant to 
an agreement dated October » 1968 to 
which Tne Diners' Club, Inc. is a party, and 
the shares represented hereby may not be sold, 
assigned or transferred unless and until 
covered by an effective registration state- 
ment under the Securities Act of 1933, as 
amended, or unless and until Diners receives 
an opinion from its counsel that such registra- 
tion is not required." 

5. The Employee shall be entitled to have included 
in any registration statement filed by Diners with tne Securli- 
ties and Exchange Commission referred to in Section 102 of 
the Purchase Agreement any shares of Diners Common Stoc’ deliv- 
ered to the Employee upon the execution of this agreement as to 


which the restrictions contained in paragraph 4(b) have been 


released as therein provided. 


6, The Employment Agreement is further amended in 


the following respects: 


(a) Clause (b) of paragraph 4 of the Employment 
Agreement is amended to read in its entirety as follows: 
"(b) Unless terminated earlier under 
Section 4(a) above, Employee's employment as a full 
time employee under Section 1 hereof shall terminate 
at the expiration of the Initial Employment Period 
(unless continued for the Additional Employment 
Period as provided for in Section 1 herein) or at 
the termination of the Additional Employment Period. 
Upon a termination under this subsection (bd), and 
until October 39, 1982, he shall serve DFT as a 


consultant as provided in, and subject to the terms. 


and conditions of, Section. 6(c)." : 


A-655 
(bo) Clause (c) of paragraph 4 and all of 


paragraph § of the Employment Agreement is deleted. 
(c) Clause’'(a) of paragyaph 6 of the 


Employment Agreement is amended to read in its entirety 


pe 
i 


as follows: 
. "(a) In consideration of the exe- 

, eution by DFT of this Employment Agreement, th 
Employee agrees that for the period set forth in 
paragraph (b) below, he will not, in any manner, 
directly or indirectly, engage in the credit card 
business, the collection agency’ business, the 
business of operating travelers or travel clubs, 
the business of providing travel or related services 
or licensing or franchising others to provide such 
services or in any business which competes directly 
or indirectly with any of the fields in which 

| Diners is presently -engased, either directly or 
‘through subsidtaries, and he wlll not directly or 
indirectly own, manage, operate, join, control or 

- participate in the ownership, management, operation 
or control of or be employed by or connected in any 
manner with, any corporation, firm or business that 
is so engaged without the prior written consent of 
Diners. For the purposes of the foregoing, Travelco, 
Inc. (Pa.) and. Travelco, Inc. (N.Y.) shall be deemed 
engaged in the travel business." 

(d) Clause (c) of paragraph 6 of the Em- 
ployment Agreement is amended to read in its entirety as 
follows: 

"(c) ‘If Employee's employment as a 


full time employce erminated under Section 4(b), 
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Employee shall serve as a consultant for DFT, 


commencing on the termination of such full-time 
employment and subject to earlier terrnination as 


hereinafter provided continuing until October 30, 1982, 


- undess DFT, prior to the 30th day after Employee's 


Employment Agreement shall remain in full force and effect. 


agreement as of the day and yea 


employment as a full-time employee is terminated, 
notifies Employee of its intention not to so employ — 
him as a consultant. Employee's employment as a 
sebmuteant may be terminated thereafter at any anni- 
versary of his employment as a consultant upon thirty 
(30) days notice. For such consultative services 
Employee shall be paid a consultant's fee, payable 
monthly, at the rate of $100,000 per annum, for 
services rendered prior to the expiration of five 

(5) years from the Effective Date and at the rate 

of $37,500 per annum for services rendered thereafter. 
Employee agrees that he will accept such employment as 
a consultant as herein provided and agrees to devote 
such time and efforts in a consultative capacity to the 
business and affairs of DFT as DFT muy reasonably 
require. .The period or aggregate periods curing which 
DFT shatd employ Employee as a consultant hereunder is 


referred to herein as the "Consultative Perioda,"" 


7. Except as expressly provided herein, the 


IN WITNDSS WHEREOF, the parties have executed this 
: . \ 


first above written. 


es 
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PLAINTIFFS' EXHIBIT 26 


THE CONTINENTAL CORPORATION 
80 Maiden Lane, New York, New York 10038 


OFFER TO PURCHASE COMMUN STOCK 
OF 
THE DINERS’ CLUB, INC. 
AT $15 PER SHARE 


The offer will terminat 5 o'clock P.M., Eastern Standard Time, on Monday, March 9, 1970, subject to the 
right of The Continental Corporation (“Continental”) to extend the offer. Public notice of any such extension will 
be given 


Continental is offering to purchase all shares of Common Stock, $1 par value, of The Diners’ Club, Inc. (‘‘Diners’ 
Club”) outstanding on February 6, 1970, at a price of $15 per share net to the tendering stockholders. The terms 
and conditions of the offer are set forth in this Offer to Purchase from Continental to the stockholders of Diners’ Club 
dated February 6, 1970, and the accompanying Letter of Transmittal. Any commissions and transfer taxes applicable 
to the transfer and sale to Continental will be paid by Continental 


Continental will purchase all of the shares of Diners’ Club Common Stock properly tendered during the initial 
period of the offer, subject to the terms and conditions set forth in this Offer to Purchase. Continental rves the 
right to limit its purchases during any extension of the offer to an amount to be specified at the time o t 
of any such extension. Except as mentioned below in the case of shares deposited before the 
Friday February 13, 1970, all shares deposited pursuant to this offer will be paid for as soon as pr 
the receipt thereof 


business 


ble after 


80 Maiden Lane, New York 
the 


The Continental Corporation, 
incorporated in May, 1968, as a 
Insurance Cc 1 


of New York 


10038, is a New York corporation 
The Continental 


of the State 


siness corporation for 


a property and 


The following table sets forth 
Corporation, There is no person contre 


Continental 


Principal Occup: tion or 


Name and business Employment at present and 
Address Title for the last 10 years 
Direct Since 1968 Chai of the B 
T Mour ernon Mill 
Walt Mar 
red Muore ‘ie \ 
George | Director ince “hairman of the Board (previously 
291 Gler f Executive Committee), Glens 
npany 


nan of the Board, Phoenix As 


Limited, previously Governor 


J Victor Herd Chair n_ of the 
80 Maiden Lane Beard and Director 
New York, N. Y. 10038 


Frederick FE. Jones rector 
111 East Broad Street 
€ Ohio 43216 


Allen T. La 


ig & I s, 
Toronto 1, Canada 
E. Herrick Low Director 
405 Montgomery Str 


San Franscisco, 


Joseph A. Martino Director 
‘11 Broadwa 
New York, 
William E, Matchett 
80 Maiden [Lane, 

New York, N. Y. 10038 


Cha 


an of the 


ntinental 


Milton W. Mays Director since 1969 President (previou Executive Vice 
80 Maiden Lane, resident or Vice President), The Continental 
New York, N. Y. 10038 Insurance Company 

R. E. McNeill, Jr., Director Since 1964 Chairman of the (previously 
350 Park Avenue, President) Manufacturers Hanover Trust Com 
New York, N. Y. 10022 

Peter S. Paine Director an of the Board (previously 


322 Fifth Avenue, 


Northern Paper Company 
New York, N. Y. 10036 

Samuel Riker Director Until 1967 Director and Secretary The New Jer 
Retired sey Zine Co 

Daie E. Sharp Director Until 1969 Vice Chairman of the Board Morgan 
Retired Guaranty Trust Company of New York 


Arthur K. Watson Director 
Old Orchard Road, 
Armonk, N. Y. 11504 


Since 1964 Chairman of the Board (previously 
President) IBM World Trade Corporation 


Joseph Weintraub Director Chairman of the Board Atico Financial Co 

150 S.E. 3rd Avenue, ‘ ih oe 
Miami, Fla. 33131 

Nathan H. Wentworth Preside..t and Director Since 1965 Vice Chairman of the Board (previ- 
80 Maiden Lane, ae ously President) The Continental Insurance Com- 


salt . Woy 


9 
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Principal Occupation or 
Name and business Employment at present and 
Address Title for the last 10 years” 

Harold E. Johnson Executive Vice Officer, The Continental Insurance Company. 
80 Maiden Lane, President 
New York, N. Y. 10038 
Byron B. Redman Vice President and Officer, The Continental insurance Company. 
8C Maiden Lane, Controller 
New York, N. Y. 10038 
Leighton M Lobdell Vice President and Officer, The Continental Insurance Company. 
80 Maiden Lane, Treasurer 
New York, N. Y. 10038 
Geoffrey Davey Vice President and Officer, The Continental Insurance Company. 
80 Maiden Lane, Secretary 
New York, N. Y. 10038 
Joseph F. Murphy Vice President and Officer, The Continental Insurance Company. 
80 Maiden Lane, General Counsel 


New York, N. Y. 10038 


The funds to be used in making the purchases are derived from internal sources in The Continental Corporation 
and amount to approximately $25,000,000 


The purpose of the proposed purchase of securities of Diners’ Club is to acquire all of the outstanding shares 
of Common Stock not presently owned by The Continental Corporation or its subsidiaries, or as many of such 
shares as possible. The Continental Corpor ation has no present plan to liquidate Diners’ Club, to sell its assets, 
or to merge it with any other person, or to make any major change in its business or corporate structure. 


The Continental Corporation’s wholly owned subsidiary, The Continental Insurance Company, 80 Maiden 
{ane, New York, New York 10038, presently owns 835.254 shares of Common Stock, $1.00 par value, of Diners’ 
Club. and in addition $18,750,000 principal amount of Convertible Debentures convertible into a total of 424.430 
shares of Common Stock, and 100,000 shares of $7 Cumulative Convertible Preferred Stock, $1.00 par value, con- 
vertible into a total of 650,406 shares of Common Stock. 


ke 


Neither The Continental Corporation, nor any of its officers or directors, nor any of its subsidiaries, nor, insofar 
as The Continental Corporation is aware, any of the officers or directors of any of its subsidiaries, have effected 
during the past 60 days any transactions in Common Stock, $1.00 par value, of Diners’ Club. 


The Continental Corporation has not entered into any contracts, arrangements Or understandings with any 
person with respect to any securities of Diners’ Club; and in particular, it has not entered into any contract, arrange- 
ment or understanding with respect to transfer of any of the securities, joint venture, loan or option arrangement, 
puts or calls, guaranties of loans, guaranties against loss or guaranties of profits, division of losses or profits, or the 
giving or withholding of proxies. 


The Common Stock of Diners’ Club is listed on the New York Stock Exchange. The range of re; orted prices 


per share for the past 3 years and for the early part of 1970 has been as follows 


Meor High 
en a Fe et or Bee (oe ten ers 494 
FOGG: Worle sot wees mares Fen caer 5834 
red tee ee ee eee le Beem taly 4834 
1970: Clan: 1 to Feb. 4) ov eneeeenss ineraun, Aaya 


On February 4, 1970, according to Tue Watt STREET JOURNAL, 1,300 shares were traded, at prices per 
ire ranging from a high of $13 to a low of $1214, the closing price being $1234. 


Holdere of Common Stock of The Diners’ Club, Inc. who have such Common Stock 
held by and registered in the name of a broker are urged to contact their broker promptly 
if they desire to tender their shares. 


Pursuant to Section 14(d) (5) of the Securities Exchange Act of 1934, as amended, shares of Common Stock 
of Diners’ Club deposited pursuant to this offer before the close of business Friday, February 13, 1970, may be 
withdrawn by or on behalf of the depositor at any time prior to the close of business Friday, February 13, 1970 
Thereafter depositors’ acceptances of this offer will be deemed irrevocable. Checks in payment of the purchase price 
of shares purchased will not be mailed or delivered prior to the close of business on that date. Shares deposited 
but not purchased by Continental may be withdrawn by or on behalf of the depositor at any time after Tuesday, 
April 14, 1970. 


If Diners’ Club should, after the date of this offer, declare any dividend or distribution payable to stockholders 
of record on a record date prior to the transfer to Continental of the shares purchased pursuant to the offer, the 
purchase price per share will be reduced by the amount or value of such dividend or distribution or, in the case of 
stock dividends or other issuances of stock, proportionately. 


Continental will pay a fee of 25¢ per share purchased to any firm or corpo: ation that is a member of a national 
securities exchange or of the National Association of Securities Dealers, Inc. (or any complying foreign dealer) 
whose name appears in the appropriate space provided for in the Letter of Transmittal accompanying a tender as 
having solicited the tender. 


Copies of this Offer to Purchase by Continental to the stockholders of Diners’ Club dated February 6, 1970, 
and the Letter of Transmittal may be obtained from the Tender Agent, Manufacturers Hanover Trust Company, 
Corporate Trust Department, 40 Wall Street, New York, New York 10015. 


THE CONTINENTAL COnrORATION 
80 Maiden Lane, New York, N. Y. 10038 


February 6, 1970 


ae 


gto 
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Please complete this letter carefully and deliver it with your stock certificates promptly. This letter must be 
received by the Tender Agent prior to 5:00 P.M. (Eastern Standard Time), on March 9, 1970, unless the offer 


is extended. 
LETTER OF TRANSMITTAL (LEAVE BLANK) 

To: MANUFACTURERS HANOVER TRUST COMPANY Ticket No. 
Corporate Trust Department 
40 Wall Street 
New York, N. Y. 10015 
Gentlemen : 

Referring to the Offer to Purchase of The Continental Corporation, a New York corporation, with offices at 
&) Maiden Lane, New York, N. Y. 10038 (the Purchaser”), dated February 6, 1970, offering to purchase shares 
of the Common Stock of The Diners’ Club, Inc. (“‘Diners’ Club”), at $15 per share net, the undersigned accepts 
such offer on the terms and conditions therein and herein set forth (including the instructions hereto), and hereby 


deposits or agrees to deposit with you the following certificates representing shares of such stock properly endorsed 
for transfer to the Purchaser. 


Certificate Number(s) Number*® of Shares Tendered Saas se ab Shae 


*All shares represented by certificates | 
listed are deemed to have been ten- | 
| 
| 


dered unless otherwise indicated in 
this space. 


Note: If space 1s inadequate, certificate numbers and numbers of shares may be listed 


on a separate schedule affixed hereto. If certificate numbers are not known, so state 


If the certificates representing the shares tendered hereby are not enclosed, a firm or corporation which is a 
p g y 

member of a national securities exchange or a commercial bank or trust company must guarantee in the space 

provided below that such certificates will be deposited with you no later than 8 business days aiter the date indicated 

below. 


The undersigned hereby warrants that the undersigned has full authority to sell and transfer the above men- 
tioned shares, and that the | vaser will acquire good and unencumbered title thereto, free and clear of all hens, 
charges and encumbrances and not subject to any adverse claim, when the same are purchased by it. The under- 
signed will, upon request, execute eny additional documents necessary or desirable to complete the sale and transfer 
of the above-described shares. 


ASSIGNMENT 
In consideration of the offer cited above and the payment of the purchase price specified therein, the undersigned 
hereby sells, assigns and transfers unto the Purchaser the shares of Common Stock of Diners’ Club represented by 
the above described certificates, and hereby irrevocably constitutes you attorney to transfer said shares on the books 
of Diners’ Club with full power of substitution in the premises. 


You are to deliver the stock certificates, together with all accomy ng evidences of authority, to or upon the 
order of the Purchaser against receipt by you as agent for the undersigned of the purchase price for such shares 
stated in the aforesaid offer. Delivery by you of such stock to the Pdchaser shall be conclusive as to the performance 
of all conditions necessary to make this Letter of Transmittal effective. 


TO BE USED ONLY IF CERTIFICATES ARE NOT TRANSMITTED HEREWITH 


The undersigned, guarantees to deliver to the Tender Agent certific 
proper form for transfer for the shares tendered by 
Letter of Transmittal not later than 8 business day 
the date indicated below 


( a member of a national securities exchange, 


(9 a commercial bank, 


( a trust company, Sign Here 


Authorized Signature 


Please mail the check for the purchase price to the undersigned at the address shown below-—t 
indicated in the Special Payment Instructions below. If any of the shares mentioned above are not purct d by 
the Pu ser, please return the stock certificates resenting such shares (and accompanying documents, as 
e) to the undersigned at the address shown below—-unless otherwise indicated in the Special Delivery 
Instructions below. 


rwise 


The undersigned understands and agrees that you shal] not be liable hereunder for any act or omission 
Purchaser. 


SPECIAL PAYMENT INSTRUCTIONS SPECIAL DELIVERY INSTRUCTIONS 
To be completed ONLY if proceeds are to be paid to To be completed ONLY if ce es are to be retur 
other than the registered holder(s) to other than the registered h 
Issue and mai! check to Mail certificates to 
Name Stee alas neat Hala a es eedese als wae nae Name 
(Please print) (Piease print) 
AAGr OSS. oii cic ta eee : Address 


"(Zip Code, Please) 


Very truly yours, 


Please 
Sign (ay 
Here 
Dated sina, y caine avian wv svansig 1970, 
To be used if tender is solicited by dealer or broker: Signature(s) of registered holder(s). (Must be signed by reg- 


istered holder(s) exactly as name a 
by person(s) authorized to become reg 
tificates and documents transmitted. ) 


s in certificate(s) or 
tered holder(s) by cer- 


This tender was solicited by lease 

lea! 
Print Name 
and Address 


Firm name of dealer or broker—PLEASE 


Address -PLEASE PRINT 


(Zip Code, Please) 


DO NOT WRITE IN THIS SPACE 


Snares | | 

Received : 

Shares Check ee putea ie ee 
Accepted : No. Amount $ Mailed 

PYrabes Redness | ee | Processed a en 
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INSTRUCTIONS 


For Tender of Shares in Acceptance of Offer 


resenting 


livery 


ired below, if any, to the Tender Agent 


rate Trust Depart Street, New 


sigriatures gt 


ion which is a member of a national securities exct 


by an officer on behalf of a « 


r other person 


tary evidence must be furnished ¢ 


hority 1 


y be referred to the Ter 


ittal is not the registered t 


f Trans 


i certificates must either be endorsed 


blank or accompanied 


guaranteed, ¢ 


fer tax stamps, or funds to cover such 


t will pa y stock transfer taxes applicé 


e price is to 


le to an assignee of the re 


t registered 
t registered ir 


sfer taxes on acco’ 


any stock t ac 


assignee or such person will 


from the j 


ot submitted 


iis instrument, the stock certificates, and documents (if any) is 


but the delivery will be deer 


when actua 


6. No alternative, co yal or co 


he accepted 


7. The Purchaser, entirely at its election, may waive any of the specified conditions of its offer, 


he case of any share or shares tendered or purported to be tendered. 
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The Diners Club, Inc. 
“Ten Columbus Civele 
-New York, ee York 


-April 16, 


1969 


10036° 


Attention of Mr. Alf fred Bloomingdale, 


‘ ot Chairman of 


Dear Sirs: 


oereoment beiwoer 


S 
Bureau, ane, 


bear 
“notify you that the undoy 
+the Secwrltics ang &x 
ment with respect to 


dine 
us under 
1968, to 


ee 


“He Tae sndas 


-private placement -or by 


or without an underwriter 


eamonnt 
regisira 
10.200), 
thereia,. 


¥ T Vearures, 


Trac. 


the Board 


ng the legend referzed to in said paragraph, 


:- In -atcordence wi l our understanding we 
in ovr request réegisttation of 


. 


Persaraph 19.2(b) of that certsin-s 
The Diners Clud 
eéated October 
the registered holders of 


tne. and Fueazy Travel 
10, 1967, ‘the undersigaed, being 
all of the shares of Common Stock 
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ee that you file with 
Cosmission @ Registration State- 
W thees ol Common Stock. 


the 
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of Septenber 26, 
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‘ agreement besween The Diners Club, Ine. and Fugaz 
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eee ie 8 }: 
F fT Ventures, Inc, (formerly ¢ ea ok Vaal =f 

Fugazy Travel Bureau, Ine.) A 
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The attached letter, I believe, is an 
effort on the part of Otto Marx, Jr. to have NS a 
Continental purchase his shares. 
To my way of thinking there is nothing 
that neecsto be done at the present time. 
Mr. Bloomingdale may discuss this at a later 
date but my reaction is to do ay: ° Ps 
= 
sae 
1 
f 
A 
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As filed with the Securities and Exchange ConmeNenton on August, 1969. 
Registration No. 2- 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 
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ey. so REGISTRATION STATEMENT 
Under 
THE SECURITIES ACT OF 1933 


The Diners’ Club, Inc. 


(Exact name of registrant as specified in charter) 
10 COLUMBUS CIRCLE, NEW YORK, NEW YORK 10019 


(Address of principal executive offices) 


ALFRED S. BLOOMINGDALE 
Chairman of the Board and Chief Executive Officer 
10 Columbus Circle 
New York, New York 10019 


(Name and address of agent for service) 


mi Copy to: 

JULIAN L. WEBER, ESQ. 
Botein, Hays, Sklar & Herzberg 
200 Park Avenue 
New York, New York 10017 


Approximate date of commencement of proposed sale to the public: As soon as practicable after 
the effective date of this Registration Statement. 


CALCULATION OF REGISTRATION FEE 


Proposed ~ Proposed 
Amount maximum maximum Amount of 
being offering price aggregate registration 
_ Securities being. registered — registered per unit offering price fee 
2 Cox amon Stock, $1 par value. &, a shs. $21* $1,773,387* $355 es 


* Estimated solely for the purpose of calculating the registration fee. 


The registrant hereby amends this registration statement on such date or dates as may be 
necessary to delay its effective date until the registrant shall file a further amendment which 
specifically states that this registration statement shall thereafter become effective in accordance 
with Section 8(a) of the Securities Act of 1933 or until this registration statement shall become 
effective on such date as the Commission, acting pursuant to said Section 8(a), may determine. 
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OSPECTUS 


The Diners’ Club, Inc. 


84,447 Shares 
Common Stock 
($1 par value) 


‘ESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
‘ECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. 

: ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


Unis Prospectus relates to 84,447 outstanding shares of the Common Stock, $1 par value, of 
‘.e Diners’ Club, Inc. to be sold by certain shareholders who received or will receive such shares 
-onnection with several transactions in which the Company acquired businesses now operated as 
‘:sidiaries (see “Selling Shareholders”). Of such shares, an aggregate of 8,365 shares are subject 
her to certain restrictions on sale or to an escrow arrangement. The aforesaid restrictions on 
te are expected to be terminated on October 1, 1969, and the aforesaid escrow arrangement is 
pected to be terminated, with all or a part of the shares subject to it expected to be delivered to 
“tain of the Selling Shareholders, on October 25, 1969. Subject to the foregoing, all or part of the 
447 shares may be sold by the Selling Shareholders from time to time at private sale or sales 
negotiated prices or on the New York Stock Exchange (regular way or by special offering or 
herwise) at prices prevailing at the time or times of sale, with any commissions paid or discounts 
ven by the Selling Shareholders being those customary in the type of transaction involved. The 
ling Shareholders and broker-dealers through whom such sales may be effected may be deemed 
| be “underwriters” within the meaning of the Securities Act of 1933, as amended. The excess of 
‘\e sales price for such shares over the cost thereof to the Selling Shareholders and the compensa- 
on paid to such broker-dealers may be deemed to be underwriting commissions. 


None of the proceeds of sale of the shares to which this Prospectus relates will be received 
‘y the Company. Of the expenses of registration of the shares, a portion, estimated at $28,177, 
ill be borne by the Company. 
On , 1969, the closing price of the Company’s Common Stock on the New York 
“tock Exchange was $ F 


Prior to the expiration of 40 days after the effective date of the Registration Statement of 
vhich this Prospectus is a part or prior to the expiration of 40 days after the first date upon which 
he Common Stock of the Company registered under such Registration Statement was bona fide 
fered to the public by a Selling Shareholder or by or through an underwriter after such effective 
‘ate, whichever is later, ail dealers effecting transactions in the registered securities, whether 
yr not participating in this distribution, may be required to deliver a Prospectus. This is in 
ddition to the obligation of dealers to deliver a Prospectus when acting as underwriters and with 
espect to their unsold allotments or subscriptions. 


The date of this Prospectus is , 1969. 
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THE COMPANY 


The Diners’ Club, Inc. is engaged primarily in the business of issuing and servicing the Diners 
Club credit card, which provides individuals and business enterprises with the convenience of charging 
the purchase of goods and services in many restaurants, hotels and motels, airlines, automobile rental 
agencies, gasoline service stations, retail stores and other establishments located throughout the world. 
The Company also engages in the business of providing travel and related services and in the business of 
operating a system of collection agencies. 


The Company was incorporated in New York in March, 1949 and began to use its present name 
in March, 1950 (adopting such name as its corporate name on September 29, 1955). 


Unless the context otherwise indicates, the terms “Diners” or the “Company”, as used herein, mean 
The Diners’ Club, Inc. and its subsidiaries. 


REGISTRATION STATEMENT 


The Company has filed with the Securities and Exchange Commission in Washington, D.C. a 
registration statement (herein called the “Mcgistration Statement’) under the Securities Act of 
1933, as amended, with respect to the securities offered hereby. For further information with respect 
to the Company and the securities offered hereby, reference is made to the Registration Statement, 
including the exhibits and financial statements which are a part thereof. The summaries and descriptions 
of documents in this Prospectus do not purport to be complete; reference is made to the copies filed 
with the Securities and Exchange Commission for a full and complete statement of their provisions, and 
the summaries and descriptions are qualified in their entirety by such reference. 


No dealer, salesman or other person has been authorized to give any information or to make 
any representations other than those contained in this Prospectus in connection with the offering 
made hereby, and if given or made, such information or representations must not be relied upon 
as having been authorized by the Company or by any of the Selling Shareholders. This Prospectus 
does not constitute an offer to sell or a solicitation of an offer to buy any of the securities offered 
hereby in any jurisdiction to any person to whom it is unlawful to make such offer or solicitation 
in such jurisdiction. Neither the delivery of this Prospectus nor any sale made hereunder shall 
under any circumstances create any implication that there has been no change in the affairs of 
the Company since the date hereof or that the information and representations contained in this 
Prospectus are true and correct as of any time subsequent to its date. 
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CAPITALIZATION 
The following table sets forth the capitalization of the Company, including certain current debt, 
is of July 14, 1969. 


Authorized Outstanding 
\.onG-TERM Dest!?: 

514% Promissory Notes due October 1, 1980...........-..+ $10,000,000 $10,000,000 
6% Junior Subordinated Convertible Debentures due Feb- | 

FOBT Y 1) LO aceon ane yinwn a wlackawanindto nad nmletavns’« Raisins 1,250,000 1,250,000 
6% Senior Subordinated Convertible Debentures due Feb- 4 

THOLY 1, TORR cea spear eay s eadndinna baa enna se emiee 1,250,000 1,250,000 
6% Senior Subordinated Convertible Debentures due April 1, 

198 2,000,000 2,000,000 
6% Junior Subordinated Convertible Debentures due June 30, 

DON sire cillascay alta Miaiminwe Ga ai ARS need tae haa oe 2,500,000 2,500,000 
6% Senior Subordinated Convertible Debentures due October 1, 

DPR ic ge brg thw. waite cue. Nunta Ppneituans. 6 aya auaetsan’ saa TEed Go RNe deeacarsiaroes 5,000,000 5,000,000 
61%4% Senior Subordinated Convertible Debentures due Jan- 

AEN Bp OBO casa cee sie cuale $5 pda eeisiaies ns oa Halal m Win ial Aceratn ack 2,500,000 2,500,000 
614% Junior Subordinated Convertible Debentures due March 1, 

BIW Sodke eget ek aan tanh hs Seas aera ee bran cme tetas 1,250,000 1,250,000 
7% Senior Subordinated Convertible Debentures due May 1, 

TIN ois vwia aecaqaiceye a hin aah seg rds Li RT Ola aera are HERO eaEEE Sled 1,250,000 1,250,000 
744% Junior Subordinated Convertible Debentures due May 1, 

EEE sur ve pictecnin esi Berean aq dora ance Bini po een oi amlat duets © See BOUTIN led 1,250,000 1,250,000 
7% Senior Subordinated Convertible Debentures due July 1, 

LSD eg aie ind ie die a saniene Bien IEC eos Pa ed A aw oe facet 1,250,000 1,250,000 
714% Junior Subordinated Convertible Debentures due July 1, 

DOOD nsdn atl utniod dow adenadtes katate decal ecaccders is 1,250,000 


Certain) CurreENT Dest?: 
Notes Payable—Banks 


Notes Payable+-Conuriercial Paper... .ccelwleies one yoesecne ace “ 
CapitaL Stock: ee an 
Common Stock, $1 par value’...... Un eta eed Bea aines eset 5,000,000 shs.2 2,423,557 shs.* 


The foregoing excludes miscellaneous long-term debt, including current portions thereof, amounting to approximately 
$766,000 in the aggregate as of July 14, 1969. See Note 8 of Notes to Consolidated Financial Statemenits 

Not including accounts payable, accrued expenses and income taxes payable. The aggregate amounts of Notes Payable 
~-Banks and Notes Payable—Commercial Paper change on a daily basis. 


The number of authorized shares of Common Stock was increased from 3,500,000 to 5,000,000 pursuant to a Certifi 
of Amend 


to 


ate 
ient to the Company's Certificate of Incorporation filed on July 22, 1969. See ‘Description of Capital Stock” 
ssion of that increase and for a summary of the provisions of the Company's Certificate of Incorporation 
t to the Company's Common Stock. 
g excludes 1,082 shares held in the Company's treasury as of July 14, 1969. Of such 1,082 shares, 917 are 
t to an escrow arrangement expected to be terminated on October 25, 1969 and such 917 shares (all or 
will be delivered on that date to certain of the Selling She-eholders) are among the shares being offered 
Selling Shareholders”). The foregoing 2,423,557 shares also exclude, as of July 14, 1969, (a) 7,684 shares 
reserved for issuance upon the exercise of options granted under the Company's Amended Restricted Stock Option 
Plan, (b) 100,000 shares reserved for issuance upon the exercise of options granted and to be granted under the Com- 
pany’s 1968 Qualified Stock Option Plan, (c) 463,491 shares reserved for issuance upon the conversion of the Company's 
convertible, debentures, and (d) 40,000 shares reserved for issuance with respect to certain post closing contingent pay- 


ments in“eonnection with the acquisition of Club Internationale Management Corp. (see “Business of the Company— 
im Pravel Division’). 


some of wl 
hereby (see 


5 See Note 11 of Notes to Consolidated Financial Statements for details with respect to certain commitments of the 
Company under long-term leases. 
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CONSOLIDATED STATEMENT OF NET EARNINGS 


The following Consolidated Statement of Net Earnings, which sets forth the consolidated results of 
operations of The Diners’ Club, Inc. and subsidiaries for the five years ended March 31, 1969, has been 
examined by Touche, Ross, Bailey & Smart, independent certified public accountants, as set forth in 
their Report included elsewhere in this Prospectus. This statement should be read in conjunction with the 
other Consolidated Financial Staternents and related Notes thereto included elsewhere in this Prospectus. 


cs Year Ended March 31, re 

1965 1966 1967 1968 1969 

Credit card volume: eens _— — 
United States and Canada ......-.....2+4- $210,651,000 $278,752,000 $359,774,000 $430,938,000 $528,955,000 
Foreign subsidiaries .......-++0.cseeeeeees 9,373,000 __ 11,161,000 17,625,000 23,663,000 30,596,000 


$20,024,000 $289,913,000  $377,399,000  $454,601,000 $59,551,000 


Revenues from credit card operations: 
Discount from establishments, cardholder fees 


and service CHATBES «2.6. ese ccerenceees $ 19,640,000 $ 24,321,000 $ 31,950,000 $ 38,385,000 $ 44,745,000 
Miscellaneous revenues from related 
OPCLAEONS: dccncicias narra nen aes pane oats 2,360,000 3,376,000 3,665,000 4,215,000 5,206,000 
Revenues from other operations ...... acess TIO BOON ea 7,889,000. 17,772,000 
$ 22,713,000 $ 28,554,000 $ 36,908,000 $ 50,489,000 $ 67,723,000 
Operating expenses: ela t 
General and administrative ........-. -.+6+ $ 4,823,000 $ 5,815,000 $ 7,488,000 $11,022" % 14,770,000 
Information (Processing .....0e0esewesecnes 3,086,000 4,246,000 4,740,000 544. 7,323,000 
Promotion and advertising 3,298,000 5,070,000 7,069,000 7,99 12,232,000 
Credit investigation and collection .......... 2,288,000 3,002,000 4,192,000 8,082,0u 14,233,000 
Provision for doubtful accounts ...........- 2,326,000 3,765,000 5,761,000 8,677,000 10,100,000 
THOER OIE: coiviu een dare aang end ene allen bone 1,002,000 1,753,000 2,964.000 3,758,000 5,967,000 
Depreciation and arnortization ............. 286,000 305,000 414,000 $37,000 799,000 
$ 17,109,000 $ 23,956,000 $ 32,628,000 $ 45,514,000 $ 65,424,000 
Earnings before income taxes, discontinued CEE De eae ee 
operations and extraordinary items ......... $ 5,604,000 $ 4,598,000 $ 4,280,000 $ 4,975,000 $ 2,299,000 
Income taxes (Note 7): os, ee Ge 
CONTERE casino vane nao eons eee neon $ 2,100,000 $ 1,724,000 [$ 2,776,000 $ 1,552,000 $ 375,000 
Peleeeed) saccsa ccdecaewredesercdes cxcas rece : 795,000 (423,000) 1,010,000 
=e $ 2,353,000 $ 1,385,000 
Earnings before discontinued erations and 
Cxtraordinary HEME  ceciscee ois cwarsanwdyes $ 2,288,000 $ 1,927,000 $ 914,000 


Discontinued operations : 
Factoring and financing operations —- Loss 
after applicable reduction of federal income 
taxes of $495,000 and $158,000, respectively 
CNG DD) oho re scene dean san decsnwniws ___504,000 171,000 _ ee 


$ 2,205,000 $ 2,117,000 $ 1,927,000 $ 2,445,000 $ 914,000 


Earnings before extraordinary items 
Gain on sales of interests in certain subsidiaries, 


net of deferred income taxes of $297,000..... ee ati De a no OL 
Net earnings (Notes C, E and G)............ $ 2,205,000 $ 2,117,000 $ 1,927,000 $ 2,445,000 $ 1,481,000 
Average number of shares outstanding ........ ~~ 4,920,922 ~"Y,920,922 “4,920,922 ‘1,954,467 
Net earnings per share (Note F): 

Before discontinued operations and extraor- 

GIALY WOE cece ce da hesieeecea ren neenees $1.41 $1.19 $1.00 $1.25 $ .44 
Discontinued operations .........c0seeeeees eae) pies __ is ae 
After discontinued operations and before ex- Fs 

treOrdinaey TOMS iia te edeauee aeaes $1.15 $1.10 $1.00 $1.25 $ 44 
Extraordinary items .c:.ccusnscvneoes : _—. = = — a 
After discontinued operations and extraordi- i 

PAE SBT isk cidipanid a URE a ctucriaitinra)clbew wgede ate $115. $1.10 $1.00 $1.25 $ 71 


See Notes to Consolidated Statement of Net Earnings (alphabetical) 
and Notes to Consolidated Financial Statements (numerical). 


4 
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NOTES TO CONSOLIDATED STATEMEN'" OF NEi ZARNINGS 


A. For information describing principles of consolidation see Note 1 o/ Notes to Consolidated Financial Statements. 
B. Certain figures for the four years ended March 31, 1968 have been revised to reflect current classifications. 
C. The Company accounts for subscription income for “Signatass* fapazine over the term of the subscription Prior 


to the year ended March 31, 1967 this income was recorded as invoiced. The financial statements for prior years have 
been restated, resulting in a reduction of previously reported income and revenues as reflected in Note G. 


D. In 1961 and 1962 the Company, primarily through acquisitions, entered the business of factoring and commercial 
financing, including accounts receivable and inventory financing. This business was conducted at a loss, and in early 
1965 the Company commenced to sell and liquidate its various factoring and financing operations. This sale and liquice- 
tion has been substantially completed, with coliection efforts veing continued with respect to the few remaining accounts 
(see Note E). 


E. Net earnings for the year ended March 31, 1965 are before a write-off of $327,000 of goodwill, relating to 
factoring and financing operations, which was charged to Earnings Retained in the Business. 


F. Net earnings per share have been computed on the average number of shares outstanding during each year, 
after giving effect to 3% stock dividends, each year, and retroactive adjustment for shares issued in connection with 
businesses acquired as poolings of interests (see Note 1 of Notes to Consolidated Financial Staternents). The Comparty 
has paid regular quarterly cash dividends of 1214 cents per share since June 15, 1964. The dilutive effect of the conversion 


of outstanding convertible debentures and exercise of stock options would not be material in any year. 


G. A reconciliation of revenues and net earnings as previously reported and the amounts shown in the Consolidated 
Statement of Net Earnings is as follows: 


Revenues: 1965 1965 1967 1968 1969 
As previously reported.........0eee seer sees $20,321,000 $25,648,000 $34,229,000 $46,871,000 $67,723,000 
Restatement of certain revenues previously 
ofset against directly related expenses... 912,000 1,234,000 — — woe 


Adjustment of subscription income as a result 
cf change in accounting method........... 


> $21.2 06,000 


Companies acquired as poolings of interests— 


$34,229,000 $46,871,000 $67,723,000 


1969 | hivsssanatarrrorinceleereae eee tee 713,000 857,000 1,293,000 1,909,000 = 
Foreign subsidiaries not previously consoli- 
Cate GOS! ca vce ess auecni poured eynde ace modignatots 794,000 878,000 1,709,000 a 


Net earnings: 


As previously repori. cece seen eee e eee . $ 2,151,000 $ 2,171,000 $2,597,000 $3,014,000 $ 1,481,000 
Net effect of change in accounting method 
relative to subscription income ........+.4+ (14,006) (32,000) — em es 


$2,137,000 $ 2,139,000 $ 2,597,000 $3,014,000 $ 1,481,000 


Companies acquired as poolings of interests— 


TOGO: onc cee Sree aren Sae nee A piece len (42,000) (147,000) (554,000) (620,000) ~ 
Foreign subsidiaries not previously consoli- 
HONE GE DY coal prbiioaeMie gts anemers 110,000 125,000 (116,000) 51,000 = 
$2,117,000 $ 1,927,000 $ 2,445,000 
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lidated net earnings of the Company in fiscal 1969 declined sharply from those in fiscal 1968, 
It primarily of losses in the Travel Division and also of increases in the ratios of operating 
venues in the Credit Card and Collection Agencies Divisions. The expenses of the Credit Card 
‘ncreased in all major areas, including promotion and advertising, information processing, and 
estigation and collection. Interest expense also increased substantially. The increase in expenses 
‘ection Agencies Division was attributable principally to systems conversions in connection with 


"1 of the operations of acquired companies. 


the three month period ended June 30, 1969, the Company's consolidated revenues were 
10, as compared with $16,253,000 for the corresponding period of 1968. Consolidated net 
‘or the three month period ended June 30, 1969 were $768,000, as compared with $719,000 for 
ponding period of 1968, and net earnings per share (which are based on the average number 
sutstanding during the respective three month periods) were $.33, as compared with $.35. 
‘oregoing financial information is unaudited, but in the opinion of the management of the 
_all adjustments (which include only normal recurring adjustments ) have been made which are 
to present fairly the consolidated results of operations for such three onth periods. The 
ud results of operations for the three months ended June 30, 1969 are not »ecessarily indicative 
olidated results of operations for the fiscal year ended March 31, 1970. 


BUSINESS OF THE COMPANY 


Company's principal operations are organized into three divisions: the Credit Card Division, 
| Division and the Collection Agencies Division. The Company first entered both the business 


“ng travel and related services and the collection agencies business in the fiscal year ended 


1. 1968, and the first full fiscal year of operation of these businesses was the fiscal year ended 


1. 1969. The following table shows the approximate contribution of each of the three divisions to 


nv's consolidated revenues and earnings (before extraordinary items and provision for income 
;<cal 1968 and in fiscal 1969: 


Credit Card Travel Collection Tota} 
Division cece OOD Agencies — 
Diners/ Club Divisions 
Fugazy Internationale 
Travel Management 
> d March 31, 1968: Group}. ? Corp.2 
> ai hisian ea uuanesean $42,693,000 $2,412,000 $ 552,000 $ 4,886,000 $50,489,000 
‘s (loss) before 
wdinary items and arene ' ; 
i@ TAKES: aces ca wee 5,402,000 258,000 (1,362,000) 677,000 4,975,000 
d March 31, 1969: fe 
So gro aarlanates 49,951,000 1,076,000 11,146,000 67,723,000 


«s (loss) before 
idinary items and ; 
@ tax@S) 05 seule 3,511,000 (617,000) (881,000) 286,000 2,299,000 


mpany acquired the business of Fugazy Travel Bureau, Inc. as of October 30, 1967. The financial information 
ve for the year ended March 31, 1968 reflects the results of operations from the date of acquisition. 
rnings of the Diners/Fugazy Travel group have been adversely affected by the following charges: 


Year Ended March 31, 


1968 1969 


nissions paid under, and amortization of settlement of, additional com- 
sation portion of employment agreements with officers of Fugazy Travel 
reau, Inc. Such payments were, and amortization is, directly related 
sales of franchises (see “Interest of Management and Others in Certain 
“ransactions—Fugazy Travel Bureau, Inc.” and Note 6 of Notes to Con- 
iidated Financial Statements) ........2 2. -ee eee cree eet tere eee eens $466,000 $440,000 
nses relative to the suspension of steamship operations for which Diners/ 
rgazy conducted sales activities under agency agreements...........+.55- ~ 250,000 
rtization o: goodwill (see Note 5 of Notes to Consolidated Financial 
GUOTGLIES) — aicc-andie cvs snjecncwiocn hs tinh pb Gel Bh TAT dg Gin when “qibigin nie WS; sunip ne) ea a et 10,000 
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8 The earnings of Club Internationale Management Corp. have been adversely affected in the fiscal years ended 
rch 31, 1968 and March 31, 1969 by provisions for anticipated costs in excess of receipts represented by Club evan 


nts available for provid future trips due such members of $1,340,000 and $480,000, respectively (see “Business 
the Company—Travel Di: 


sion—Club Internationale Management Corp.”). 
4 This division was formed in July, 1967 upon the purchase of the business of National Account Systems, Inc. Later 
uisitions included the purchase of Creditors Service, Inc. in January, 1968. The financial information included above 
year ended March 31, 1968 reflects the results of operations from the respective dates of acquisition. The results 
of operations of other companies included in the division are not material. 
Credit Card Division 

Diners Club Credit Card. The Company issues its Diners Club credit card to ee 
individuals, firms and Girporstions in the United States and Canada (herein called “Cardholders”). The 
card is a “universal” or “all purpose” credit card, entitling Cardholders to charge the purchase a goods 
and services at member establishments throughout the world (herein called “Member Establishments”), 
including restaurants, hotels and motels, airlines, automobile rental agencies, gasoline service stations 
and a wide variety of retail stores and other establishments. At the present time there are approximately 
1,200,000 Cardholders in the United States and Canada, 600,000 holders of Diners Club cards issued 
outside the United States and Canada by foreign companies to which the Company has franchised its 
name and method of doing business (herein called “Foreign Franchisees”) and approximately 275,000 
Member Establishment locations throughout the world. 


The Company issues its credit card only upon application and charges annual membership fees of 
$15 per primary card (or $7.50 for each supplementary card issued on an existing account). Such fees 
were recently increased, effective April 1, 1969, from $12 and $7 respectively. T!e Company renders a 
single monthly bill to each Cardholder account, covering charges wherever incurred, Bills to Cardholders 
are due upon receipt. In some cases, principally in sarsiereiCs with airline tickets, Cardholders may elect 
to pay for charges on an extended payment basis. The Company’s processing of Cardholders’ charges 
and billing of Cardholders are handled by a system involving the use of automatic data processing 
equipment. 


New Cardholders are obtained through direct mail solicitation, applications provided in the numerous 
point of sale “Take-One” application displays which the Company maintains on the pr emises of Member 
Establishments and elsewhere, agents of the Company in face-to-face solicitation at airports, trade shows 


ind elsewhere, referrals from existing Cardholders, newspaper and magazine advertising, unsolicited 
requests and supplementary card 


ued on existing accounts. 
The following table shows the approximate number of United States and Canadian Cardholders as 
of the close of each of the fiscal years indicated: 


As of Approximate Number 
March 31, of Cardholders 

1969... f j Weateadoneia ween 1,157,000 

1S Se ee ae es aT Tas “Ga yeueyy ey G1 eeaiA RES eos ae 1,044,000 

V9GS sa nee ns eens et ere 7 000 

DOGG es |.c wapensautaly aha eaiaty © ater sstelar eos Sane 935,000 

DOGS ois. eas tex areusess adosane se ierded Stieistise nal aa ws hres 821,000 


As of March 31, 1969 approximately 88% of the Company’s Cardholders were primary and 12% were 
supplementary. 

The Company has agreements with its Member Establishments under which it purchases from them 
Cardholders’ charges at tle face amounts thereof, less a discount varying with the type of establishment 
and, in certain cases, with volume of charges (except that airline extended payment charges are purchased 
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at their face amounts, without discount). The average discount on United States and Canadian Card- 
holders’ charges, wherever incurred, in fiscal 1969 (including airline extended payment charges, and 
charges incurred in the United States and Canada by holders of cards issued by Foreign Franchisees, 
net of discount-sharing adjustments, was approximately 4.18%. The Company and its respective 
Foreign Franchisees share the discount on charges incurred in the Member Establishments of one by 
cardholders of the other, with the issuer of the card on which any such extra-territorial charge is incurred 
receiving 2.75% of the charge. 


The Company does not share (other than as a stockholder of its Foreign Franchisees, where such is 
the case) in the fees received by its Foreign Franchisees from their cardholders but does receive royalties 
based upon the volume of charges by such cardholders outside the United States and Canada. The total 
amount of such royalties in the fiscal year ended March 31, 1969 was approximately $635,000. The 
Company has 35 Foreign Franchisees operating in over 140 foreign countries. The Company owns 
more than 50% of the capital stock of its Foreign Franchisees for Great Britain, Argentina, Scandinavia, 
Chile, New Zealand and the Middle East (having acquired the majority interest in the latter three 

oreign Franchisees after March 31, 1969), and owns minority interests in a number of others. 
The Company owned all of the capital stock of its Foreign Franchisee for Venezuela for some years prior 
to March 31, 1969, as of which time it sold 51% of such capital stock to Mercantil de Colocaciones, S.A., 
for approximately $1,000,000. 


During the Company’s fiscal year ended March 31, 1969, the total volume of charges by Cardholders, 
wherever incurred, and charges in the United States and Canada by holders of cards issued by the 
Company’s Foreign Franchisees, was approximately $480,042,000. During the same year the total volume 
of charges incurred outside the United States and Canada by holders of cards issued by the Company’s 


Foreign Franchisees (including majority owned Foreign Franchisees) was approximately $190,000,600. 


‘The obligation to collect from Cardholders rests with the Company, and in the event of non-payment 
the Company uses customary methods of collection. Provision for doubtful accounts charged against 
earnings during the past five fiscal years has ranged between 1.03% and 2.15% of the volume of 
charges by United States and Canadian Cardholders in such years. In the fiscal year ended March 31, 
1969, the provision was 1.87% of such volume and net credit losses amounted to $7,464,000, or 1.61% of 
such volume. 


In oraer to obtain the working capital necessary to finance its purchases of charges from Member 
Establishments prior to collections from Cardholders, the Company borrows substantial funds. This 
financing is accomplished to a certain extent through long-term borrowings at fixed interest rates, but 
primarily by means of short-term borrowings from banks, at then current prime interest rates and by 
means of the sale of its short-term commercial paper (see Capitalization”). The Company is directly 
affected in its short-term financing arrangements by rises in interest rates and has been adversely 
affected by the frequent such rises in recent years, the latest of which, in June, 1969, was an 
increase in the prime interest rate on short-term bank borrowings from 714% to 814% per year. 


Publications. The Company publishes “Signature” Magazine, a monthly publication devoted 
to articles of general interest and containing advertising. The magazine is distributed, for an annual 
subscription fee of $2, principally to Cardholders, of which approximately 757% subscribe. The 
Company, through a subsidiary, also published “Bravo”, a magazine devoted to music and the performing 
arts and containing advertising. The “Bravo” Magazine operations were conducted at a loss, and the 
magazine was sold in August, 1969. 


Proof of 8-22-69—Sorg/N.Y.—WH. 3-3040—Diners Club (4662) 


A-676 


Insurance Programs for Cardholders and Others. A subsidiary of the Company has acted for some 
years as an agent for certain insurance carriers in selling travel accident and hospital-medical insurance 
to Cardholders. Premiums are billed to subscribing Cardholders on the regular Diners Club billing 
statements. Another subsidiary of the Company, acquired in January, 1969, sells travel accident insurance 
to the general public, as agent for insurance carriers, at counters and vending machines at various 
airport locations throughout the United States and through travel agents. All such insurance sales are 
made on a commission basis, and in connection with these insurance programs the Company’s subsidiaries 
maintain appropriate insurance agency licenses where required. 


Merchandise Sales and List Rentals. The Company frequently promotes the sale of selected items 
of merchandise to its Cardholders, by direct mail solicitation and advertisements in ‘Signature’ Maga- 
zine. Such sales are customarily made on a commission basis as agent for the supplier of the merchandise 
and Cardholders are offered the privilege of charging such purchases on their Diners Club cards, on either 
a current or extended payment basis. 


“uD 


The Company also undertakes to enclose inserts with its billing statements, on a fee basis, for others 
engaged in soliciting the sale of merchandise and services, and rents its list of Cardholders’ names and 
addresses to selected users for purposes of direct solicitation by them of the sale of merchandise and 
services. 


American Torch Club Program. The Company recently concluded arrangements with American 
Oil Cornpany, a subsidiary of Standard Oil Company (Indiana), for the joint sponsorship of the American 
Torch Club travel and entertainment credit card. American Torch Club memberships are presently being 
offered to selected holders of American and Standard service station credit cards. The card, for which 
an annual fee is charged, is honored at Diners Club Member Establishments. American Oil is respon- 
sible for promotion, credit investigation, collections and billing, while the Company is responsible for 
receiving charges fromi and making payments to Member Establishments, processing charges prior to 


billing and certain other matters. The Company receives a share of both the annual membership fees 
for the American Torch Club card and the discounts from Member Establishments in connection with the 
hase of cardholders’ charges. 


Direct Credit Plan. Pursuant to agreement with Associates Investment Company, the Company 
recently instituted a plan whereby unsecured loans up to $25,000 are offered to qualified Cardholders, 
with all aspects of the transactions being handled by mail. The Company is responsible for the promotion 
of the plan and will receive allowances based upon its initial costs and its continued promotional 
activities. The Company does not make the actual loans and is not subject to credit losses under the plan. 


Custom Credit Cards. Through its subsidiary, Financial Services, Inc., the Company is: 2s and 
services ‘“‘cus.om” or “private label” credit cards for a number of clients, including Eastern Air Lines, 
American Airlines, National Airlines, Northeast Airlines, certain E. J. Korvette department stores and 
several banks, including the Bank of Delaware, the Trenton Trust Company and the Security Trust 
Company of Rochester. Recently, Financial Services, pursuant to agreement with Ford Motor Company, 
commenced a test program in several cities in the United States with respect to a Ford credit card for 
the charging of parts and services at Ford and Lincoln-Mercury dealers. Financial Services has also 
recently entered into an agreement with Inter-Service Club Card, Inc. to service a credit card for 
United States military clubs (see “Interest of Management and Others in Certain Transactions— 
Anthony F. Kopp”). A custom credit card operation of another subsidiary, for smaller clients in the 
State of Hawaii, is in the process of being discontinued. 
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Custom credit cards, which bear only the name of the client, are generally for use only with respect 
to purchases of the various clients’ products or services, an important exception eing the bank credit 
cards, which are usable at a variety of retail stores and other establishments in the banks’ respective 
geographical areas or in broader areas pursuant to reciprocal arrangements with other banks. Custom 
credit cards are generally issued without fee and offer extended payment privileges, with interest payable 
monthly on outstanding balances. In some cases, in addition to performing the card issuance, charge 
processing and billing functions for its clients, Financial Services provides the financing for the accounts 
receivable from cardholders and retains the full interest charges from and bears the risk of non-payment 
by the cardholders; in other cases, Financial Services acts as a service bureau, performing only the 
data processing and related functions at specified fees and without financing obligations or credit risk. 
Financial Services maintains an automatic data processing center in the Philadelphia area for its charge 
processing, billing and other functions. 

The volume of custom credit card charges handled by the Company’s subsidiaries in the fiscal 
year ended March 31, 1969 was approximately $48,912,000. 


Wayfarers Club. In February, 1966, the Company, through a subsidiary, commenced a travel service 
for Cardholders and the general public, called Wayfarers Club. Wayfarers, for an annual fee, provided 
travel information, travel accident insurance, a subscription to a travel magazine and other travel informa- 
tion and services to its members. The Wayfarers Club operation suffered a loss in fiscal 1969 and was 
sold as of the end of that fiscal year. 


Travel Division 

Diners/Fugazy Travel, Inc. The Company entered the business of providing travel and related 
services in October, 1967, with the acquisition, through a subsidiary, of the business of Fugazy Travel 
Bureau, Inc. for $3,504,266 (as adjusted) and 62,000 shares of the Company’s Common Stock, of 
which 5,000 shares were paid to A. Mitchell Liftig, a broker who represented the seller corporation in 
connection with such acquisition (see “Interest of Management and Others in Certain Transactions—— 
Fugazy Travel Bureau, Inc.”). The Company’s subsidiary, Diners/Fugazy Travel, Inc., continues a 
travel business established in 1870, and offers general and commercial travel services at both the retail 
and wholesale levels, package tours, group travel arrangements and incentive travel and merchandising 
programs. 

Diners/Fugazy’s retail travel agency business is conducted primarily through franchisees licensed 
by Diners/Fugazy to use its name and method of doing business. Such franchise program had bec: 
instituted by the Fugazy business shortly prior to its acquisition by the Company’s subsidiary. At present 
there are 147 Diners/Fugazy retail travel offices in the United States and elsewhere in the world, of which 
130 are franchised. Arrangements have been completed for the opening of an additional 29 franchised 
offices. Each of the franchisees pays Diners/Fugazy an initial franchise fee plus a continuing percentage 
of gross sales. The franchised offices in the United States are operated as branches of Diners/Fugazy, 
and Diners/Fugazy leases the premises for these franchisees, makes available to them certain amounts of 
working capital and provides continuing services regarding their operations. In connection with Diners/ 
Fugazy’s franchising operations, see “Pending Legal Proceedings” for a discussion of a recently instituted 
lawsuit, involving the sale of 17 franchises, primarily in the State of Texas, in which the principal allegation 
is that such sale constituted a sale of securities. With respect to those 17 franchises, only five had 
commenced operations and two of these have been resold. The other three are intended to be resold also 
and are presently being operated by Diners/Fugazy. 

In the wholesale travel area, a Diners/Fugazy subsidiary, Dial-A-Tour, Inc., creates package tours, 
principally oriented to the Caribbean area, Florida and Mexico, which are sold by both Diners/Fugazy 
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franchises and retail travel agencies unrelated to the Company. In April, 1968, to supplement its 
wholesale travel services, the Company acquired all the outstanding capital stock of SITA World Travel, 
Inc., a tour packager and creator of guided tours, primarily with respect to overseas travel. The con- 
sideration was approximately $950,000 (as adjusted). In addition, the former principal shareholder of 
SITA is serving as a consultant to it under a five-year arrangement providing for a fixed annual fee 
of approximately $30,000 and additional amounts (not to exceed a maximum of $60,000 per year 


\ 

) 

ances relating thereto. SITA presently 

has 31 offices in the United States and abroad, of which 12 are owned by SITA and 19 are owned by 
Diners/Fugazy foreign franchisees. 


contingent on the sales and earnings of SITA and other circum: 


Di 
programs d 
travel and merchandise bonuses as incentives for performance to their respective employees, dealers, 
distributors and others. Diners/Fugazy supplies the travel arrangements and merchandise for the 
programs. 


rs,/Fugazy also provides incentive travel and merchandising programs, which are individualized 


| 
veloped in cooperation with various businesses and other organizations which wish to award 


The recent activities of Diners/Fugazy as general sales agent for passenger steamships have been 
terminated as a result of the withdrawals from service of the S. S. Independence in December, 1968 
because of labor difficulties and of the S. S. Caribia in March, 1969 due to mechanical damage requiring 
major repairs. Diners/Fugazy is presently exploring possible means of recovery of certain sums advanced 
by it to the operator of the Caribia, which sums were to have been repaid out of revenues from cruise 
operations of the ship. 


Club Internationale Management Corp. In June, 1968, a newly formed subsidiary of the Company, 
Club Internationale Management Corp. (herein called “CIMC”), acquired the assets of the corporation 
managing the business of Club Internationale, a non-profit corporation providing a prepaid vacation 
travel program for its members. The consideration paid by the Company in connection with such acqui- 
sition was 19,990 shares of its Common Stock (and the Company may be required to issue up to 40,000 
additional shares of Common Stock, depending upon future membership levels of Club Internationale). 
Also, the Company paid A. Mitchell Liftig, a broker who represented it in connection with such acquisi- 
tion, 3,000 shares of its Common Stock in full consideration for his services relative to such acquisition 
(see ‘Selling Shareholders’). 


ss Club Internationale offers a three-year prepaid vacation travel program under which participating 


members make regular monthly or weekly payments to the Club entitling them at the end of each 
of the first two years to an &-to-10 day vacation in the Western Hemisphere (including Puerto Rico, 
Mexico and Curacao) and at the end of the third year to a three-week European vacation. A new 
program, effective July 1, 1969, offers up to three 15-day vacations in Europe, the Caribbean or Mexico 
during the rnembership term. CIMC performs all management and financial functions for the Club, 
including the making of the vacation travel arrangements. CIMC has franchised or opened directly a 
number of local Club chapters throughout the United States. Club members pay dues to the Club, cur- 
rently at the rate of $30 per year, entitling such members to participate in social activities at the local 
chapters. There are presently approximately 25,000 members of Club Internationale participating in 
he prepaid vacation travel program and a relatively small number of Club members who do not 
participate in that program. The Club has 45 chapters, of which 27 are franchised. 


The Club pays CIMC, as compensation for its services (and for bearing the costs and expenses 
necessary to perform such services), an amount equal to 10% of the gross receipts from Club members 
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(including dues and payments pursuant to the vacation travel program). In addition, CIMC is entitled 
to all of the income from the investment of Club members’ periodic payments under the vacation travel 
program. 


As a result, primarily, of an inadequate pricing structure for the vacation travel program in effect 
for the period prior to the acquisition of this business, the Company anticipates that the costs of providing 
trips under the program contracted for during that period will exceed receipts represented by Club 
members’ related payments (after deducting payments to CIMC and payments to local Club chapters 
for membership acquisition, enrollment and maintenance). Although CIMC’s responsibility with respect 
to the purchase of trips for the Club is limited to the funds available therefor, the Company nevertheless 
established a reserve with respect to such excess costs. CIMC was acquired on a pooling interests 
basis, and such reserve resulted in a reduction of consolidated net earnings in prior years, in the amount 
of $1,310,000, net of applicable tax benefit. The estimated costs for trips contracted for during some 
period after the acquisition are also expected to exceed Club members’ related payments, and in this 
connection the foregoing reserve has been increased, by means of a charge against the Company’s 
consolidated net earnings for the fiscal year ended March 31, 1969, in the amount of $240,000, net 
of applicable tax benefit. The pricing structure for the Club Internationale vacation travel program has 
been revised in an effort to bring the Club members’ payments in line with anticipated costs of providing 
the vacations. 


Collection Agencies Division 


The principal business of the Company’s collection agency subsidiaries, which are operated under the 
name National Account Systems, is the collection of delinquent accounts receivable of businesses and other 
organizations, including major oil companies, utilities, retailers, banks, hospitals and airlines. Collections 
are undertaken on a contingent fee basis, generally ranging between 3314% and 50% of the amounts 
collected. Operating througn 59 offices throughout the country, of which 15 are franchised, National 
Account Systems accepted for collection an aggregate of approximately $118,000,000 of accounts in 
the fiscal year ended March 31, 1969. 


The Company’s collection agency operations commenced with the acquisition in July, 1967, by a 
subsidiary, of substantially all of the assets of National Account Systems, Inc., a Chicago based agency 
primarily servicing the Midwest. The price was $1,329,850 (and the Company may be required to 
make payments in the future, up to $626,300, contingent upon earnings of the collection agencies 
operations). In December, 1968, the headquarters of National Account Systems was expanded, 
modernized and relocated within Chicago. 


Since the acquisition of National Account Systems, the Company has acquired twelve collection 
businesses of various sizes at different locations in the United States, including the Creditors Service 
collection agencies, which serve the Midwest and the Far West, for $3,422,839, A. B. Hartman, Inc., a 
New York City based agency, for $1,350,000, and the National Adjusters collection agencies, which 
primarily serve the Rocky Mountain area, for 30,538 shares of Common Stock. Other agencies which were 
acquired (all but one of which was acquired for cash) service various areas of the Middle Atlantic States, 
the Southeast, the Midwest and the Far West. During the Company’s past fiscal year seven new offices 
were opened directly to service additional cities in these areas. 


Under a recently instituted franchise program, independent collection agencies may become franchised 
members of the National Account Systems group upon the payment of initial franchise fees and continuing 
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‘used upon collections. Such franchisees are provided with certain processing and other services 
o the collection business. 


Other Operations 


n Mary. A subsidiary of the Company is the master lessee, under a 25 year lease, of the hotel, 
i, convention and certain other commercial facilities on the former passenger steamship Queen 

wned by the City of Long Beach, California, and intended to be developed into a tourist 
cion center there. Under the lease, which provides for stated annual rental payments subject 
«s based upon specified percentages of revenues of the subsidiary, the Company’s subsidiary is 
to undertake certain renovation on the Queen Mary, the cost of which is estimated by the 
to be approximately $7,800,000, of which approximately $1,318,000 was spent in the fiscal 
{ March 31, 1969. The Company is considering various means of financing the balance of this 
nt and certain other projects related to the Queen Mary. It is expected that the renovation will 


d the commercial portions of the ship opened in the late summer of 1970. 


iy’s subsidiary recently entered into a sublease for the operation by Sky Chefs, Inc 


American Airlines, Inc., of a 41l-room hotel, and major restaurant and convention facilities 


tal rentals to the Company's subsidiary subject to increases based upon specified percentages of 
of Sky Chefs from the subleased facilities, and also requires that the sublessee pay certain 
Jated to the hotel conversion. The Company’s subsidiary has entered into or expects to enter 
sublea 


es, principally with respect to various retail shops on board ship. In connection with the 
o Sky Chefs, the Company and its subsidiary, together with others, are defendants in certain 
discussed under “Pending Legal Proceedings”. 


vations/World. The Company has been engaged for some time in the development of a com- 
eservations system for hotels and motels. Until recently, the project, called Reservations/World, 
ted through a joint venture between a subsidiary of the Company and a subsidiary of Litton 
s, Inc. The Litton subsidiary withdrew from the project as of March 31, 1969, at which date 
iny had invested approximately $1,645,000 in the project. The first stage of the project, 
the computer in-put programming, is essentially completed and operational. However, manage- 


has decided not to make the large additional investment which would be required 


he Company 
tion of all stages of the project, and has been conducting negotiations for the sale of the system 


in Airlines, Inc. A tentative understanding has been reached whereby American may purchase 
1 for a purchase price of $2,750,000, payable out of the profits of the system in accord- 
, formula under which, even if there are profits, payment of the full amount may take a number 
“onsummation of the purchase and sale is subject to further investigation by American, execution 
il agreement by the parties, and final determination by American to be given on or before 
r 20, 1969. As of that date, the Company estimates that its investment in Reservations/World 
(pproximately $3,250,000. Upon execution of a formal agreement, American would reimburse 
my for certain of its expenses in operating the system after July 1, 1969. It is contemplated 
greement will provide that the Company will participate with American in the development 
‘ cting of the system outside the United States and Canada. 


tational Floatels. In February of this year, following research and feasibility studies, the 
announced a system developed by its subsidiary, International Floatels, Inc., of waterborne 
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‘ otels and motels to be constructed on floating hulls. This ‘Floatels” system is intended to be marketed 
ia franchise basis in the United States and abroad. Arrangements have been made for construction of 
‘\e floating units by several houseboat building firms, and the first Floatels franchise, covering the west 
wast of Florida, has been sold. The Company’s subsidiary does not expect to be involved in the ownership 
ad financing of properties or facilities, but will derive its revenues from franchise fees, commissions 
ud royalties, The Company currently is considering a tentative proposal by a company engaged in the 
“nancial and leisure fields for the participation by such company in the development of the Floatels 
stem. Such participation would take the form of the purchase by such company of 50% of the equity 
International Floatels, and arrangements would be made for such other company to provide mortgage 
“nancing to the franchisees. 


Factoring and Financing Operations. In 1961 and 1962 the Company, primarily through acquisi- 
‘ons, entered the business of factoring and commercial financing, including accounts receivable and 
‘ ventory financing. This business was conducted at a loss, and in early 1965 the Company commenced 
‘., sell and liquidate its various factoring and financing operations. This sale and liquidation has been 

‘bstantially completed, with collection efforts being continued with respect to the few remaining accounts. 
ne of the Company’s factoring and financing subsidiaries is appealing a judgment against it entered 

) litigation arising out of circumstances occurring prior to its acquisition by the Company (see “Pending 
" egal Proceedings”). 


“rademarks and Licensing 


The Company is the owner of various trademarks and service marks registered in the United States 
ud certain foreign countries, the most significant of which are the name and style “Diners Club” and 
he Diners’ split circle emblem, the use of which has been licensed by the Company, principally to its 
“oreign Franchisees. Diners/Fugazy owns the name “Diners/Fugazy” and an emblem thereot and 
‘milarly licenses the use thereof to its franchisees. National Account Systems owns its name and is 

esently seeking registration in the United States of the mark “NAS”. It licenses the use of both its 
me and mark to its franchisees. Club Internationale Management Corp. is the registered owner in 
‘e United States and in several foreign countries of the “Club Internationale” trademark, and licenses 
“+6 use to Club Internationale and its various franchisees. Other trademarks and service marks of the 
‘“ompany primarily relate to the tour packaging operations of the Company’s travel business. The 
“ompany does not believe that any material part of its business is dependent upon any one or all of its 
varks, except the “Diners Club” mark, which the Company believes is valid and in good standing in 
ll jurisdictions in which it is registered. 


Tompetition 


In all the major aspects of its business operations, the Company faces substantial competition. 


There are at present two other credit card operations comparable with that of the Diners Club and 
vhich are in keen direct competition with the Company both for cardholders and for member establish- 
‘ents. One of these is larger than the Company’s and both are operated by corporations with significantly 
.reater resources than the Company’s. There are also numerous banks and other concerns which issue “all 
_urpose” credit cards, at no membership charge, for local and regional use, including a number of banks and 
* inking associations with significantly greater resources than the Company’s. The competition from these 
surces has increased recently by virtue of seve:al bank card interchange and franchise programs pursuant 
‘9 which certain bank cards can be used nationally and, to some extent, internationally. In addition, 
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the Company faces competition from organizations, such as airlines, auto rental companies and oil com- 
panies, which issue credit cards to users of their own services and merchandise. 


The arrangements made by the Company with Member Establishments are generally on a non- 
exclusive basis and, accordingly, Member Establishments may make similar arrangements with credit 
card operations in competition with that of the Company. 


The Company’s travel operations face substantial competition from numerous international, regional 
and local travel organizations. At least one of the international organizations is significantly larger than 
the Company. Also, numerous other companies, several of which are larger than the Company, are 
engaged in the incentive travel and merchandising area. 


The Company's collection agency operations also face substantial competition, both from local inde- 
pendent collection companies in the various areas in which Company offices are located and from nationwide 
collection organizations. 


Employees 


The Company has approximately 2,750 employees in the United States and Canada, of which approxi 
mately 600 (for the most part clerical personnel) are unionized. In April, 19 


in connection with the 
implementation of a program to convert the Company's charge processing and billing functions to a system 
involving automatic data processing, there was a four day strike by clerical employees of the Company 
at its New York City headquarters. The Company believes that its labor relations are generally satisfactory. 


Offices and Properties 


The Company owns no real property and rents space for its offic 
pany ) 
for varying terms. 


s and other operations under leases 


The executive headquarters of the Company, at 10 Columbus Circle, New York, New York, are 
located in approximately 76,000 square feet under leases expiring in 1975. Executive offices are also 
maintained at Century City, Los Angeles, California, in approximately 22,000 square feet under a lease 
expiring in 1975. The executive offices of Diners/Fugazy are located in approximately 19,000 square 
feet at 660 Madison Avenue, New York, New York, under a lease expiring in 1978, the headquarters 
of National Account Systems in approximately 23,000 square feet at 53 West Jackson Boulevard, Chicago, 
Illinois, under a lease expiring in 1984, and the headquarters of Financial Services, Inc. in Bala Cynwy 
Pennsylvania, in approximately 20,800 square feet in two buildings, under leases expiring in 1972. T 


j 


ne 
Company's numerous regional offices are generally held under short-term leases The Company does not 
anticipate 


y serious difficulty in renewing any lease for any of its facilities or of obtaining adequate 
substitute facilities upon the respective expirations of those leases. 

Reference is made to Note 11 of Notes to Consolidated Financial Statements for further information 
with respect to the Company’s real property leases. 

The Company leases three complete automatic data processing systems, one of which is maintained 
at its New York headquarters, another at the Chicago headquarters of National Account Systems, and the 
third at the offices of Financial Services, Inc. The present aggregate annual rental under the leases 
relating to those systems is approximately $1,800,000. Basic to all these systems are “third generation” 
computers which the Company believes are presently adequate for the needs of the respective systems. 


See “Business of the Company—Certain Other Operations—Queen Mary” for information con- 
cerning the Company’s lease of certain facilities on the Queen Mary. 


TS 
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DESCRIPTION OF CAPITAL STOCK 


On July 18, 1969 the shareholders of the Company authorized an amendment to the Certificate of 
Incorporation of the Company to increase the number of shares of Common Stock, $1 par value, authorized 
for issuance from 3,500,000 to 5,000,000, and a Certificate of Amendment providing for such an increase 
was filed on July 22, 1969. At present, the authorized capital stock of the Company consists solely of the 
aforesaid 5,000,000 shares of Common Stock, of which 2,423,557 shares (excluding 1,082 shares held in 
the Company’s treasury) are now issued and outstanding. Upon completion of the offering made hereby, 
it is expected that 2,424,474 shares (excluding 165 shares held in the Company’s treasury) will be issued 
and outstanding (see “Selling Shareholders’). 


Common Stock 


The following statements are summaries of certain® provisions of the Company’s Certificate of 
Incorporation with respect to its Common Stock. The holders of the Common Stock are entitled to such 
dividends as may be declared by the Board of Directors of the Company out of funds legally available 
therefor. Each share of Common Stock is entitled to one vote, and the scie voting power of the Company 
is vested in the holders of the Common Stock. No preemptive rights attach to shares of Common Stock, 
and such shares are not convertible or subject to redemption, the operation of a sinking fund, or further 
assessments by the Company. The holders of the Common Stock are entitled to share ratably in the assets 
of the Company available for distribution to shareholders in the event of liquidation, dissolution or winding 
up. All the outstanding shares of Common Stock, including the shares being offered hereby, are fully-paid. 


Non-Cumulative Voting With Respect to Common Stock 


Voting r s with respect to the Common Stock are non-cumulative, which means that the holders 
of more than ® of the outstanding shares voting in an election of directors will be able to elect all of the 
directors, and, in such event, the holders of the remaining shares will not be able to elect any person as a 
director. 


Long-Term Debt Agreements 


The right of the Company to pay dividends, among other matters, is subject to certain limitations 
contained in the various agreements pursuant to which the Company issued the long-term debt referred 
to under the heading “Capitalization”. See “Interest of Management and Others in Certain Transactions 
—-The Continental Insurance Company—Dividend Limitations” for a discussion of such limitations, as 
contained in the agreements between the Company and The Continental Insurance Company relating to 
long-term debt of the Company held by Continental. The limitations contained in other agreements 
relating to long-term debt of the Company (that is, the 544% Promissory Notes due October 1, 1980, 
which are held by The Prudential Insurance Company of America, and the 6% Senior Subordinated 
Convertible Debentures due April 1, 1988, which are held by three affiliates of Investors Diversified 
Services) are substantially identical to those contained in the agreements between the Company and 
Continental. 


Market Prices 


The price ranges of the Common Stock of the Company on the New York Stock Exchange since 
January 1, 1967 (as indicated by the quarterly high and low sales prices, as adjusted to the nearest one- 
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eighth for 3% stock dividends paid June 15, 1967 to shareholders of record on June 1, 1967 and paid 
June 14, 1968 to shareholders of record on May 27, 1968) were as follows: 


Calendar 1967 


First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


Calendar 1968 


First Quarter 
Second Quarter .. 
Third Quarter 
Fourth Quarter 


Calendar 1969 


«é 


The closing price of the Common Stock on the New York Stock Exchange on 


First Quarter 
Second Quarter 


iird Quarter through August 20 


is set forth on the Cover Page of this Prospectus. 


Dividends 


al 


Z) 

ARE ite Nene win as Ser . 56% 
I 

4 


bi Pan 
24% 18% 
33 19% 
39% 31% 
48 32 
. 47% 34% 
Rae eadeee 5By. 41Y 
46% 
Paseo ees 57% 467% 
4834 285% 
32 21 
5 197% 


any has paid regular quarterly cash dividends of 1214 cents per share since June 15, 1964 


tC Qa 


ridends, in June, in each 


of the years 


1964 through 1968. At the June 6, 1969 


meeting of the Board of Directors, the regular quarterly cash dividend was declared, but no action was 


taken with respect to the declaration of a stock di 


vidend 


In this connection, it was the 


judgment of the 


Board of Directors that the Company’s Earnings Retained in the Business, amounting to $1 637,000 at 


March 31, 1969, were not sufficient to permit the declaration of a stock dividend 


Reference is made to 


the Consolidated Statement of Earnings Retained in the Business included in the Consolidated Financial 


holders of the Company's outstanding Comm 


regular quarterly 


an 6 i ; 
Statements elsewhere 
the 


The following table sets forth, as of June 9, 1969, certain inform 


in this Prospectus. At the August 2), 1969 meeting of the Board 
ash dividend was declared. 


f Directors 


PRINCIPAT, SHAREHOLDERS 


Name and Address 


Alfred S. Bloomingdale............... 
The Diners’ Club, Inc. 
10 Columbus Circle 
New York, New York 


The Continental Insurance Company... 
80 Maiden Lane 
Ne.. xork, New York 


All directors and officers as a group... 


as custodian for his minor children. 


Stock : 


Rove st Caer 


Record and Beneficial 


ation concerning the principal 


Shares Owned 


Number Percentage 


276,068? 


11% 

Record and Beneficial 835,254? 34% 

Record and Beneficial 299,200 12% 
Bloomingdale 


1Does not include 34,117 shares, in which Mr. Bloomingdale disclaims any beneficial interest, held by Mr. 
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2As of June 9, 1969, Continental owned various issues of the Company's convertible debentures which, if converted 
in full, would have entitled Continental to an additional 420,829 shares of the Company's Common Stock. Assuming 
such conversion, Continental would have owned an aggregate of 1,256,083 shares of the Company's Common Stock, equal 
to approximately 44% of the total which then would have been outstanding. See “Interest of Management and Others in 
Certain Transactions—The Continental Insurance Company.” 

8Does not include 38,332 shares of the Company's Common Stock owned by various persons related to such direc- 
tors and officers, as to which such directors and officers disclaim any beneficial ownership. Also, does not include 
58,710 shares of the Common Stock of the Company owned by F T Ventures, Inc., in which company William D. 
Fugazy, a director of the Company, has a 25% beneficial interest (see “Selling Shareholders’), and 107 shares owned 
by the wife of J. Victor Herd, a director of the Company 


Alfred S. Bloomingdale and The Continental Insurance Company may be deemed to be “parents” 
of the Company. 


. MANAGEMENT 
Directors 
The directors of the Company are: 
Jules T. Asch J. Victor Herd? § 
Alfred S. Bloomingdale* Harold E. Johnson! ? 
H. Huber Boscowitz? Anthony F. Kopp 
Peter Colefax E. Herrick Low® 


George Faunce III}-? 
William D. Fugazy 
Covington Hardee? 


David J. Mahoney? 
Edwin C. McDonald? 


1Member, Executive Committee. 


2Messrs. Faunce, Hardee, Herd and Johnson were suggested for 
election as directors by The Continental Insurance Company in 1967. 


3Messrs. Herd and Low are directors of The Continental Insurance 
Company. 


Executive Officers 


The executive officers of the Compar y, and the position held by each such person, are: 


Name Position 
Alfred S. Bloomingdale .......... . Chairman of the Board and Chief Executive 
Officer 
George Faunce Til 2... 00s ne csewes President 
Anthony FoOKROGp sc cecce aes ... President—Credit Card Division and President 
of Financial Services, Inc. 
POLES! ROANSER ea dietine craeh eaardiae 2 Senior Executive Vice President—Finance and 


Corporate Planning and Chairman of the 
Finance Committee 


G, Robert Myers: «soc ccivws seemiees Executive Vice President—Credit and 
Collection 
Philip Adelman) cs c0cnenasanwe te Senior Vice President—Legal Department 
‘ and Secretary 
SOVMOUE FING tli ga eccerwieainjere new arg be Senior Vice President—Finance 
Marvin Ps PiCe lind anccih: a aunwienseie ore Senior Vice President--Sales Administration 
Joh G. REGAN ssn sieceie yeeriania seisace Senior Vice President—Operations 
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Name Position 
Wialham: (RICHMWMAN) a..cness eerree vee s Senior Vice President— Marketing 
Gwynn FL ROBINSON we s6 ea cciaaens Senior Vice President—International Division and 
President of Diners’ Club International, Ltd 
Gerald Branco’ saci ci wiwianeess se0% Vice President—Data Processing 
Lay COON Ss wrsvtevra-s 6 wea anecarinen eg Vice President-—-Member Service 
Alphonse Del Guercio ........ .... Vice President---Personnel Administration 
Matthew PiGallagher, Jr canoe es Vice President and Treasurer 
Reynold J. Gouverneur.........5.. Vice President-—Advertising 
Kenneth: i. Grinsincsos asemigne se es Vice President-—-Administration (Los Angeles) 
Foun J. OMT Geis ss ances 68 sateen Vice President-——Security 
Rachiard) RIZZO: csiece pe akstanchaaees ea Vice President--Systems and Programr 
POC LAW SAph .seviaes eases ates Vice President—Research 
Robert A. IMaresea:. . cacien «soe editins Controller 
Avan Tos GORdO) cos. cr qsrcaeimateee ace istant Treasurer 


Messrs. Bloomingdale, Asch, Adelman, Price and Richman have each been employed by the Company 
in various capacities and executive positions for more than five years. 

George Faunce III has been a director of the Company since January, 1967 and its President 
since March, 1969. Prior to his election as President of the Compan; 


, Mr. Faunce was, for more than 


ive years, President of Afco Credit Corporation, New York, New York, a wholly owned 


the previous 
subsidiary of The Continental Insurance Company engaged in the business of insurance premium financing 
Upon his election as President of the Company, Mr. Faunce resigned as President, and was elected 
Chairman of the Board, of Afco Credit Corporation, and he continues to serve in that position. 

Anthony F ate has served as a director of the Company since May, 1967 and as its President- 
Credit Card Divi 


effective May, 1969. Mr. Kopp is also President of Financial Services, Inc., a wholly 


owned y ‘a the Company, and has held that position since June, 1965. He was elected a V 


President of the Company in June, 1965 and has served in various senior executive capacities since 
May, 1967. Prior to June, 1965, Mr. Kopp had been employed by Transamerica Corporation since 7955; 
he was Sap pointed manager of its revolving credit department in 196] and Assistant Vice President in 1964 

Robert Myers has been employed by the Company in various executive capacities since May, 
ae From May, 1964 to May, 1966 he was General Credit Manager of The May Co., Los Angeles, 
California 

Seymour Flug has been employed by the Company in various capacities since July, 1965, except 
for the period January, 1968 through February, 1969, during which period he was Executive Vice 
President of Diners/Fugazy Travel, Inc. For two years prior to July, 1965, Mr. Flug was Assistant 
Controller of Kirkeby-Natus Corp., New York, New York. He has been a certified public accountant 
since September, 1964. 

John G. Regan has served as Senior Vice President—Operations of the Company since March, 1969. 
During the period June, 1967 to February, 1969 he served as a Vice President of Mercantile Trust 
Company, St. Louis, Missouri, and for more than five years prior thereto, he was employed by Trans- 
america Credit Corp., Los Angeles, California, as General Sales Manager. 


Gwynn H. Robinson has served as Senior Vice President—International Division of the Company 
and President of its wholly owned subsidiary, Diners’ Club International, Ltd. since January, 1967. 
Prior thereto he had been employed by the Northrop Corp. since June, 1964 and held the positions of 
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Manager of International Marketing (at its Beverly Hills, California office) and Vice President and 
{anager of European Operations (at its Paris office). 

Gerald Branco joined the Company as Vice President—Data Processing in August, 1969. Since 
April, 1967 he was Manager of Corporate Information System Centers Operations for RCA Corpora- 
tion in New York, New York, and for six years prior thereto he was Manager of Data Control for the 
Information Systems Division of RCA Corporation in Cherry Hill, New Jersey. 


Lynn J. Coons has served as Vice President—Member Service of the Company since May, 1969. 
Prior thereto, from December, 1966 he was Executive Vice President of Diversified Credit Hawaii, Inc., 
a wholly owned subsidiary of the Company, and from January, 1968, he served as Vice President of 
Financial Services, Inc. From March, 1966 to December, 1966 he was employed by American Certified 
Check Corp., Westwood, California, as a credit officer and, for more than five years prior thereto, he was 
a_revolving charge manager of Transamerica Credit Corp., Anaheim, California. 

Alphonse Del Guercio has been employed by the Company since May, 1965 and was elected Vice 
President-—Personnel Administration in January, 1969. Prior to his employment by the Company, he 
was Industrial Relations Director for The Lionel Corp., Hillside, New Jersey, where he had been 
employed since October, 1945. 

Matthew P. Gallagher, Jr. has served the Company in various capacities since July, 1965. For 
four years prior thereto, he was employed by CIT Financial Corporation, New York, New York, as an 
audit supervisor. He has been a certified public accountant since March, 1958. 


Reynold J, Gouverneur joined the Company in January, 1968, and was elected Vice President— 
Advertising in May, 1968. From February, 1965 to December, 1967 he was employed by Marsteller, Inc., 
New York, New York, as an account executive and, for more than two years prior thereto, he served 
as Advertising Manager of Fugazy Travel Bureau, Inc., New York, New York. 

Kenneth E. Griffis was elected Vice President--Administration (Los Angeles) in August, 1968, having 
been employed by the Company at its Los Angeles, California, office since April, 1967. For three years 
prior thereto he served as Collection Manager of The May Co., Los Angeles, California. 

John J. O'Toole has been employed by the Company since January, 1967, and was elected Vice Presi- 
dent—Security in April, 1968. For more than five years prior thereto, he was a Special Agent with 
the Federal Bureau of Investigation, Washington, D. C. 

Richard Rizzo joined the Company as Vice President—Systerms and Programming in August, 1969. 
Since March, 1966 he served as Vice President—Data Services of Financial Services, Inc. For more 
than nine years prior thereto, he was a programmer analyst for IBM Service Bureau Corporation in 
Philadelphia, Pennsylvania. 

Joel L. Saphir has been employed by the Company since July, 1965, and was elected Vice President— 
Research in December, 1968. Prior to his employment by the Company, Mr. Saphir had been, since 
July, 1964, a financial analyst with W. R. Grace & Co., Inc., New York, New York. 

Robert A. Maresca was elected Controller of the Company in December, 1968, having been employed 
by the Company since August, 1967. From May, 1964 to July, 1967 Mr. Maresca had been a financial 
ans'vst for Martin Marietta Corp., New York, New York. Fe has been a certified public accountant 
since April, 1963. 

Alan L, Gordon joined the Company in September, 1965 and became Assistant Treasurer in May, 
1967. Prior to that date, Mr. Gordon was Controller of Keystone Bolt & Nut Corporation, New York, 
New York, for several ) ears and, from June, 1965 through August, 1965, Controller of Gramercy Tours, 
Inc., New York, New York. Mr. Gordon has been a certified public accountant since October, 1961. 
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Remuneration 

The following table states the aggregate direct remuneration for services in all capacities paid by the 
Company and its subsidiaries for the fiscal year ended March 31, 1969, to (a) each director, and each 
of the three highest paid officers, whose aggregate direct remuneration exceeded $30,000, ..d (b) all 
directors and officers of the Company as a group: 


Name of Individual or Capacities in Which 
nuneration was Received Remuneration! 


Chairman of the Board, $ 98,44 
President? and Chief 
Executive Officer 


President? and Director, and 75,0003-8 
President of Diners/Fugazy 
Travel, Inc. 


ior Executive Vice 56,981 
ance and 


Corporate Planning’, 
Chairman of the Finance 
Committee and Director 
"Phomas A. FIAyss asec. csesier weeeeeeee Vice Chairman of the Board® 55, 115° 
Anthony F. Kepp .....  President—Credit Card 46,635 
Division’ and Director, 
and President of Financial 
Services, Inc. 
All directors and officers as a group, 965,236% 
including those named above (consist- 
ing of 35 persons) 


» only. No amounts were distribut 
ive Incentive Compensation Plan, w 


yy the Board of Directors of the Company as 


as President of the Compan 
srior to the date Mr. Fuga 


969 until March 25, 1969, when } 


ril 19, 1968 to February 21, 1969. 


hat office and Mr. Bloomingdale 


“ 


unce became President 


, 1968, the Company paid 
and 


c yment agrer 
agreement, see “Inter nagement and Others in Certain Transactions—Fugazy Travel 


of the September 27 
7. 


Bureau, Inc.’ 


4 Until December 18, 1968, when Mr. Asch assumed his present position, Mr. Asch served as Executive Vice President— 
Finance of the Company. 


5 Mr. Hays served as Executive Vice President of the Company until April 19, 1968, at which time he was elected Vice 
Chairman of the Board. He resigned from all positions with the Company as of January 31, 1969. 


6 Pursuant to an em yment agreement. Or December 18, 1968, Mr. Hays entered into an agreement with the Company 
providing for the termination of his employment as of January 31, 1969 and for his serving the Company as a consultant 
for one year thereafter. The agreement also provided for the exercise by Mr. Hays of certain options previously 
granted to him under the Company’s Amended Restricted Stock Option Plan. See “Management—Options to Purchase 
Common Stock of the Company.” 


7 Mr. Kopp was elected President—Credit Card Division on March 25, 1969. Until May 21, 1969, Mr. Kopp was also 
Senior Executive Vice President—Operations of the Company, having been elected to that position on December 18, 1968. 
Prior to December 18, 1968, Mr. Kopp was Senior Vice President of the Company. 
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8 As of March 31, 1969, G. Robert Myers, Executive Vice President—Credit and Collection and Philip Adelman, Senior 
Vice President—Legal Department and Secretary had employment agreements with the Company. Mr. Myers’ 
agreement expires on March 31, 1970 and provides for compensation at the rate of $50,000 per year. Mr. Adelman’s 
agreement expires on June 30, 1970 and provides for compensation at the rate of $54,000 per year through Juae 30, 1969 
and at the rate of $59,000 per year thereafter. In addition, there are provisions in that agreement for payments by the 
Company to or on behalf of Mr. Adelman, either in consultative compensation or in death benefits, of various specified 
amounts to a maximum of $16,250 per year and for a maximum four year period commencing upon his retirement from 
active service to the Company or upon his death. See “Interest of Management and Others in Certain Transactions— 
Fugazy Travel Bureau, Inc.” for a discussion of the employment agreement between the Company's wholly owned 
subsidiary, Diners/Fugazy Travel, Inc., and William D. Fugazy. 


Options to Purchase Common Stock of the Company 


Amended Restricted Stock Option Plan. A Restricted Stock Option Pian covering shares of the 
Company’s Common Stock and intended to meet the requirements of Section 421 of the Internal Revenue 
Code of 1954 was adopted by the Company in June, 1960 and amended in June, 1962. The Amended Plan 
was terminated by the Company’s Board of Directors on May 15, 1968 except with respect to options then 
outstanding under it. No options have been granted under that Plan since January 1, 1968. 


Under the Amended Plan, the option price in each instance was not less than 95% of the fair market 
value of the Common Stock on the date of granting the option. The options granted thereunder (except 
in the event of death) are exercisable no earlier than two years after the granting date and terminate and 
cease to be exercisable five years after the granting date or on December 31, 1969, whichever is earlier 
Unless the stock option committee which administers the Amended Plan shall have otherwise provided, 
40% of the options granted to any individual become exercisable two years after the granting date, an 
additional 30% become exercisable three years after the granting date, and the balance of 30% become 
exercisable four years after the granting date, so that four years after the granting date all of the options 
granted to any individual are exercisable. Options are exercisable only while the holder is in the employ of 
the Company or of a subsidiary, except in the event of death while employed, in which case the option may 
be exercised in full for a period of eight months after death Options are not transferable otherwise than 
by will or the laws of descent and distribution. 


With respect to the Amended Plan, the only options outstanding are held by directors and officers 
and expire on December 31, 1969 The following table states, as to a certain director and officer, and 
as to all directors and officers as a group (i) the number of shares subject to all unexercised options held 
as of July 14, 1969, (ii) the average per share option price for such options, and (iii) the aggregate 
market value of the shares subject to such options as of July 14, 1969: 


Per Share 
Number Purchase Aggregate 
Name of Shares* Price* Market Value 
Anthony F. Kopp......-------ee eee e reese aie 983 $18.0824 $22,117.50 
All directors and officers as a group.......--+- 7 684 $21.3253 $172,890.00 


* The number of shares and per share purchase price have in each case been adjusted for 3% stock 
dividends paid in 1966, 1967 and 1968. 


1968 Qualified Stock Option Plan. In June, 1968 the Company ypted a Qualified Stock Option 
uait) 3 , pan} i “ i 
Plan for officers and key employees of the Company and its subsidiaries (excluding directors who are not 
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also officers or key employees of the Company or one of its subsidiaries). The Qualified Plan is intended 
to meet the requirements of Section 422 of the Internal Revenue Code of 1954, 


Under the Qualified Plan options may be granted for the purchase of a maximum of 100,000 shares 
of Common Stock, which may be authorized but unissued shares or treasury shares. Provision is made 
for proportionate adjustment of the number of shares and per share price of individual options in the event 
of stock dividends, stock splits, and other changes in capitalization. 


Payment for shares purchased pursuant to the exercise of options granted under the Qualified Plan 
must be made in cash at the time of purchase. The option price under the Qualified Plan, which in each 
instance is set by the stock option committee administering the Plan, may not be less than 100% of 
the fair market value of the shares on the date of grant of the option. 


Options granted under the Qualified Plan are (except in the event of death and certain other circum- 
stances) exerc 


sble no earlier than two years after the granting date and no later than five years after 
the granting date. Unless the Committee shall otherwise provide, 40% of the options granted to any 


le two ye 


g date, and the balance of 30% become exercisable four years after the granting 
; after the granting date all of the options granted to any individual are exercisable. 


The termination date of the Qualified Plan is June 26, 1973 but its term may be extended by the 
Board of Directors up to June 26, 1978. The Board of Directors may also terminate the Qualified Plan 
(except with respect to options then outstanding under it) before its initial or any extended termination 
date. 


inder the Qualified Plan may be exercisable only while the holder is in the employ of the 


Company or of a s 


bsidiary, except in the event of death while employed, in which case the option may be 
exercised in full for a period of one year after death (unless the Committee shall, in the option agreement, 
have fixed a shorter period). 


As of July 14, 1969, options to purchase 75,750 shares of Common Stock under the 


expiration dates for such options is from June 27, 1973 to March 19, 1974. The aggregate market value 
of the Common Stock called for by such options as of July 14, 1969, was $1,704,375. 


With respect to the Qualified Plan, the following table states as to certain directors and officers, and 
as to all directors and officers as a group (i) the number of shares subject to all unexercised options 
held as of July 14, 1969, (ii) the average per share option price for such options, (ili) the expiration 
dates for such options, and (iv) the aggregate market value of the shares subject to such options as of 


July 14, 1969: 


Per Share Expiration Date or 
Number Purchase Ageregate Range of Expiration 
Name of Shares Price Market Value Dates 
William D. Fugazy......... desecnee ‘ 3,500 $53.75 $ 78,500 June 27, 1973 
JATIES: Wi WANSCH 2 ip oc cedar veer aubetaworensagie ae 3,500 $53.75 $ 78,500 June 27, 1973 
Anthony F. Kopp........00. ayes ‘ 3,000 $53.75 $ 67,500 June 27, 1973 


All directors and officersasagroup.... 35,500 $53.4683 $798,750 June 27, 1973 to 
March 19, 1974 
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INTEREST OF MANAGEMENT AND OTHERS 


IN CERTAIN TRANSACTIONS 
Fugazy Travel Bureau, Inc. 

Acquisition. On October 30, 1967, Fugazy Travel Bureau, Inc. (Delaware), a wholly owned 
subsidiary of the Company (the name of which has since been changed to Diners/Fugazy Travel, Inc.), 
acquired substantially all of the assets of Fugazy Travel Bureau, Inc. (the name of which was changed 
to F T Ventures, Inc.—see “Selling Shareholders”) and certain of its subsidiaries in exchange for 
$3,504,266 (as adjusted), 62,000 shares of Common Stock of the Company (of which 5,000 shares were 

[7 delivered to A. Mitchell Liftig, a broker who represented the selier corporation in connection with the 
acquisition, these shares being offered hereby—see “Selling Shareholders”) and the assumption of certain 
contractual obligations of the seller corporation, principally those under and relating to the franchise 
agreements of the seller corporation. The closing price of the Common Stock of the Company on 
October 30, 1967 was $36.625 per share. 


Of the aforesaid 62,000 shares, 57,000 shares were placed in escrow (subject to release from time 
to time) as partial security for the Company and Diners/Fugazy Travel, Inc. with respect to the non- 
collectibility of certain accounts and notes receivable of the seller corporation, certain liabilities and 
obligations of, and claims against, the seller corporation not assumed by Diners/Fugazy Travel, Inc., and 
certain other matters. William D. Fugazy, his brother Louis V. Fugazy, and Otto Marx, Jr., who were 
and are officers, directors and shareholders of the seller corporation, jointly and severally indemnified 
the Company and Diners/Fugazy Travel, Inc. with respect to the foregoing matters 


On May 8, 1968, upon the adjustment of the cash portion of the acquisition consideration, the seller 
corporation gave its 6% promissory note due March 15, 1971 in the principal amount of $180,352 to 
Diners/Fugazy Travel, Inc. and the Messrs. Fugazy and Mr. Marx guaranteed all payments under 
such note. 


Employment Agreements. Effective October 30, 1967, William D. Fugazy was employed by Diners/ 
Fugazy Travel, Inc. under an employment agreement having a term of three years, subject to renewal for 
two additional years at the option of the subsidiary and for further periods, up to ten years, as may be 
mutually agreed upon by the parties. Mr. Fugazy’s employment agreement provided for a basic salary 
of $75,000 per year (plus $25,000 per year to cover certain expenses) for the initial three year period 
and for the optional two year period and for percentage compensation, for a maximum period of fifteen 
years, at the rate of 10% of the initial franchise fees received by the subsidiary or 814% of the net profits 
of the subsidiary, whichever is greater, subject to a $125,000 per fiscal year limitation and a $1,250,000 
aggregate limitation. 


Effective at the same time, Diners/Fugazy Travel, Inc. entered into an employment agreement with 
Louis V. Fugazy which is the same in all respects as the above described employment agreement with 
William D. Fugazy, including particularly the provision for percentage compensation, except that the 
basic salary, in the case of Louis V. Fugazy, was $35,000 per year, and an agreement with Otto Marx, Jr. 
under which Mr. Marx agreed to serve, at the pleasure of the Board of Directors of the subsidiary, as a 
consultant for up to fifteen years at a basic salary of $6,000 per year. Mr. Marx’s employment agreement 
also provided for percentage compensation for a maximum period of fifteen years, at a rate of 20% of the 
initial franchise fees received by the subsidiary or 1624% of the net profits of the subsidiary, whichever 
is greater, subject to a $250,000 per fiscal year limitation and a $2,500,000 aggregate limitation 


Post Closing Matters. From time to time between May 8, 1968 and October 1, 1968 all of the shares 
held in escrow in connection with the acquisition were released to the seller corporation. These shares, plus 
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‘« shares paid with respect thereto in connection with the Company’s 3% stock dividend paid on 
A ’ \e 14, 1968, are among the shares being offered hereby (see “Selling Shareholders’). 


On April 19, 1968, when William D. Fugazy became President and a director of the Company 

"e resigned as President on February 21, 1969), it was agreed that his employment agreement with 
‘yers/Fugazy Travel, Inc. would remain in effect and that, so long as it was in effect, no additional 
pensation would be paid to Mr. Fugazy by virtue of his positions with the Company, except that 

- Company's Executive Incentive Compensation Plan was amended to provide a 1% distribution for 

‘ President of the Company. (The Plan was later discontinued-~see “Management—Remuneration.”) 


On June 18, 1968, the Company, the Messrs. Fugazy, Mr. Marx and Mr. Liftig entered into an 


tion payable 
1e Messrs. Fugazy and Mr. Marx under their aforementioned employment agreements was reduced | 
%, from $5,000,000 to $4,750,000, and there were delivered to Mr. Liftig 2,000 shares of Common 


“\uck of the Company in full satisfaction of the obligations to him of the Messrs. Fugazy and Mr. Marx 

1d of the Company (including certain obligations of the Company to him arising out of unrelated | 
uisition transactions). Those 2,000 shares are among the shares being offered hereby (see ‘‘Selling 

hareholders”). 


On September 27, 1968, the same parties entered into an agreement providing for the elir-Zuation 
ff the percentage compensation provisions from the employment agreements of the Messrs. Fugazy and 
\fr. Marx and, in connection therewith, for the cancellation of the aforernentioned $180,352 promissory 
iote. Amendment agreements accomplishing such elimination were executed on October 1, 1968, at 

hich time the note was cancelled. On that date and thereafter, $250,000 and an aggregate of 38,200 
Common Stock of the Company were delivered to or on behalf of the Messrs. Fugazy and 

Marx under the September 27 agreement, of which $6,250 and 955 shares of Common Stock were 
‘livered to Mr. Liftig on their behalf. These 955 shares are among the shares being offered hereby 
see ‘Selling Shareholders”). The 37,245 shares delivered to the Messrs. Fugazy and Mr. Marx were 
_cstricted aga 


t any disposition for a period of five years, such restrictions being subject to release 
oa maximum cumulative extent of 20% per year for the first four of the five years of the restriction period, 
epending upon sales of franchises oy Diners/Fugazy Travel, Inc., and in full at the end of the restriction 

yeriod; provided, however, that at such time any such shares so restricted may be applied in satisfaction 

of any claims by the Company and/or Diners/Fugazy Travel, Inc. under the acquisition agreement or pur- 

uant to the indemnities of the Messrs. Fugazy and Mr. Marx given at the time of the acquisition. It is 
expected that the foregoing restrictions will be released on October 1, 1969 with respect to 20% of such 
shares, or with respect to an aggregate of 7,448 shares, and these shares are among the shares being offered 
hereby (see “Selling Sharehe ders’). 


Fugazy Continental, Inc. of New York 


Fugazy Continental, Inc. of New York, a non-affiliated corporation of which William D. Fugazy is 
an officer, director and 50% shareholder, operates a limousine hire and automobile leasing business. On 
February 3, 1969, the Company and Fugazy Continental entered into an agreement, terminable by either 
party on two months’ notice, providing for the offering by Fugazy Continental of long-term automobile 
leases to Diners Club Cardholders. Under the agreement, and subject to the Company « credit approval 
with respect to each lessee, the Company will perform all billing and collection services with respect to 
the rentals provided for in such leases, at a fee of 4% of the gross amount billed each month. The Company 
will not be liable for uncollected rentals on any lease after two months’ notice to Fugazy Continental of 
a delinquency on such lease. 
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The Continental Insurance Company 


514% Junior Subordinated Convertible Debentures Due April 1, 1987. On March 31, 1967 the 
Company entered into a Debenture Purchase Agreement with Continental, under which the Company 
had the right to sell to Continental, in tour separate and equal installments prior to September 30, 1967, 
an aggregate of $5,000,000 principal amount of Junior Subordinated Convertible Debentures. The 
Debentures were to bear interest at the rate of 574%, mature April 1, 1987 (subject to required annual 
prepayments of $100,000, as to each installment, commencing April 1, 1977, and to certain optional pre- 
payments, some with premium) and were convertible into Common Stock of the Company at any time on 
a basis, as initially established, of $22 face amount of Debentures for each share of such Common Stock 
(subject to anti-dilution adjustments as hereinafter discussed). A commitment fee of 14% per year, 
based upon the then outstanding commitment, was to be paid at each closing. Pursuant to the Agree- 
ment, the Company issued and sold two such Debentures to Continental, one on March 31, 1967 and 
the other on May 31, 1967, each in the principal amount of $1,250,000, and each at a price of 100% 
of such principal amount. The closing price of the Company’s Common Stock on the New York Stock 
Exchange on March 31, 1967 was $22.625 per share; on May 31, 1967, $23.75 per share. On March 28, 
1969, Continental converted the entire outstanding $2,500,000 principal amount of these Debentures 
at the then prevailing conversion price of $21.39; the closing price of the Company’s Common Stock on 
the New York Stock Exchange on that day was $30.25 per share. 


6¥%4% Junior Subordinated Notes Due October 15, 1968. On September 27, 1967 the Company 
entered into a Note Purchase Agreement with Continental and sold to it, pursuant to such Agreement, 
the Company’s 634% Junior Subordinated Notes due October 15, 1968, in the principal amount of 
$2,500,000, at a price of 99% of such principal amount. On July 1, 1968 the Company sold to Continental 
in exchange for and in cancellation of the Notes, its 6% Junior Subordinated Convertible Debentures 
due June 30, 1988 in the principal amount of $2,500,000. 


January 30, 1968 Financing Transaction. On January 30, 1968 the Company entered into an Agree- 
ment—6% Senior Subordinated Convertible Debentures and an Agreement—6% Junior Subordinated 
Convertible Debentures with Continental and soid to it, pursuant to such Agreements, the Company’s 6% 
Senior Subordinated Convertible Debentures in the principal amount of $1,250,000, at a price of 100% of 
such principal amount, and its 6% Junior Subordinated Convertible Debentures in the principal amount of 
$1,250,000, at a price of 100% of such principal amount. Such Debentures mature February 1, 1988 
(subject to required annual prepayments of $100,000 each, commencing February 1, 1978, and to certain 
optional prepayments, some with premium) and are convertible into Common Stock of the Company at 
any time ona basis, as currently adjusted, of $46.88 face amount of Debentures for each share of Common 
Stock (subject to further anti-dilution adjustment as hereinafter discussed). 


Also on January 30, 1968 the Company sold to Continental 58,823 shares of its Common Stock at 
a price of $42.50 per share, or an aggregate of $2,499,977.50. Continental agreed to purchase such shares 
for the purpose of investment. 


Agreement in principle on the January 30, 1968 transaction with Continental was reached on the 
morning of January 3, 1968. The closing price of the Common Stock of the Company on the New York 
Stock Exchange on January 2, 1968 was $47.25 per share; on January 30, 1968, $43.125 per share. 


6% Junior Subordinated Convertible Debentures Due June 30, 1988. On July 1, 1968 the Company 
entered into an Agreement--6% Junior Subordinated Convertible Debentures with Continental and 
sold to it, pursuant to such Agreement, the Company’s 6% Junior Subordinated Convertible Debentures in 
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the principal amount of $2,500,000, in exchange for and in cancellation of the Company’s 634 % Junior Sub- 
ordinated Notes due October 15, 1968 «hen outstanding in the principal amount of $2,500,000. Such De- 
bentures mature June 30, 1988 (subject to required annual prepayments of $200,000 each, commencing 
July 1, 1978, and to certain optional prepayments, some with premium) and are convertible into Common 
Stock of the Company at any time prior to maturity on a basis, as currently adjusted, of $48.34 face amount 
of Debentures for each share of Common Stock (subject to further anti-dilution adjustment as hereinafter 
discussed). Agreement in principle on the foregoing transaction was reached on Muy 27, 1968. The 
closing price of the Common Stock of the Company on the New York Stock Exchange on May 27, 1968 
was $47.00 per share; on July 1, 1968, $52.50 per share. 


6% Senior Subordinated Convertible Debentures Due October 1, 1988. On September 27, 1968, 
the Company entered into an Agreement—6% Senior Subordinated Convertible Debentures with Conti- 
nental and sold to it, pursuant to such Agreement, the Company's 6% Senior Subordinated Convertible De- 
bentures in the principal amount of $5,000,000, at a price of 100% of such principal amount. Such Deben- 
tures mature October 1, 1988 (subject to required annual prepayments of $400,000 each, commencing 
October 1, 1978, and to certain optional prepayments, some with premium) and are convertible into 
Common Stock of the Company at any time prior to maturity on a basis, as currently adjusted, of $55.16 
face amount of Debentures for each share of Common Stock (subject to further anti-dilution adjustment as 
hereinafter discussed), Agreement in principle on the foregoing transaction was reached on the morning of 
September 16, 1968. The closing price of the Common Stock of the Company on the New York Stock 
Exchange on both September 13, 1968 and September 27, 1968 was $54.50 per share. 


614% Senior Subordinated Convertible Debentures Due January 1, 1989. On December 23, 1968 
the Company entered into an Agreement—O%4 % Senior Subordinated Convertible Debentures with Conti- 
nental and sold to it, pursuant to such Agreement, the Company’s 614% Senior Subordinated Convertible 
Debentures in the principal amount of $2,500,000, at a price of 100% of such principal amount. Such 
Debentures mature January 1, 1989 (subject to required annual prepayments of $200,000 each, comme neing 
January 1, 1979, and to certain optional prepayments, some with premium) and are convertible into 
Common Stock of the Company at any time prior to maturity on a basis, as currently adjusted, of $52.126 
face amount of Debentures for each share of Common Stock (subject to further anti-dilution adjustment 
as hereinafter discussed). Agreement in principle on the foregoing transaction was reached on the morning 
of November 27, 1968. The closing price of the Common Stock of the Company on the New York Stock 
Exchange on November 26, 1968 was $51.25 per share; on December 23, 1968, $49.00 per share. 


$2,500,000 Finencing Transaction. On March 28, 1969 the Company entered into an Agreement— 
614% Junior Subordinated Convertible Debentures with Continental and sold to it, pursuant to such Agree- 
ment, the Company’s 614% Junior Subordinated Convertible Debentures in the principal amount of 
$1,250,000, at a price of 100% of such principal amount. Such Debentures mature March 1, 1989 (subject 
to required annual prepayments of $100,000 each, commencing March 1, 1979, and to certain optional pre- 
payments, some with premium) and are convertible into Common Stock of the Company at any time prior 
to maturity on a basis, as currently adjusted, of $40.790 face amount of Debentures for each share of 
Common Stock (subject to further anti-dilution adjustment as hereinafter discussed ). 


Also on March 28, 1969 the Company sold to Continental 37,879 shares of Common Stock at a price 
of $33.00 per share, or an aggregate of $1,250,007. Continental agreed to purchase such shares for the 
purpose of investment. 

Agreement in principle on the foregoing $2,500,000 financing transaction was reached on February 26, 
1969, and on February 28, 1969 the Company and Continental entered into an agreement providing 
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for the Agreement—6%4% Junior Subordinated Convertible Debentures and the issuance and delivery of 
37,879 shares of Common Stock, and Continental paid the Company an aggregate of $2,500,007 for the 
Debentures and the shares of Common Stock. The closing price of the Common Stock of the Company 
on the New York Stock Exchange on February 26, 1969 was $39.25 per share; on March 28, 1969, 
$30.25 per share. The formula for determining the initial conversion price with respect to such Debentures 
and the formula for determining the purchase price per share of the Common Stock involved in the 
foregoing $2,500,000 financing transaction were recommended by an investment banking firm independent 
of the Company and Continental and the determinations thereof were made with reference to the 
February 26, 1969 closing price. 


$10,000,000 Financing Transaction. On March 24, 1969 the Company entered into a letter agree- 
ment with Continental pursuant to which Continental agreed to purchase from the Company, and the 
Company agreed to sell to Continental (a) $2,500,000 aggregate principal amount of 7% Senior Subordi- 
nated Convertible Debentures (which were to be convertible into Common Stock of the Company at any 
time prior to maturity on a basis, as initially established, of $35.20 face amount of Debentures for each 
share of Common Stock), (b) $2,500,000 aggregate principal amount of 714% Junior Subordinated 
Convertible Debentures (which were to be convertible into Common Stock of the Company at any time 
prior to maturity on a basis, as initially established, of $33.60 face amount of Debentures for each share 
of Common Stock), each purchase price with respect to such issues of Debentures being 100% of the 
principal amount thereof, and (c) 181,819 shares of Common Stock, at a purchase price of $27.50 per 
share, or an aggregate of $5,000,022.50. 


The letter agreement required that Continental convert the entire outstanding $2,500,000 principal 
amount of the Company’s 57% Junior Subordinated Convertible Debentures due April 1, 1987 held 
by it into shares of Common Stock. Continental so converted on March 28, 1969, receiving 116,877 shares 
of Common Stock. Continental agreed that it was acquiring such shares for the purpose of investment. 


On April 30, 1969, upon the first closing with respect to the foregoing $10,000,000 financing transac- 
tion, the Company entered into an Agreement—79% Senior Subordinated Convertible Debentures and 
an Agreement—744% Junior Subordinated Convertible Debentures with Continental and sold to it, 
pursuant to such Agreements, (a) the Company’s 7% Senior Subordinated Convertible Debentures due 
May 1, 1989 in the principal amount of $1,250,000, at a price of 100% of such principal amount, (b) the 
Company’s 714% Junior Subordinated Convertible Debentures due May 1, 1989 in the principal amount 
of $1,250,000, at a price of 100% of such principal amount, and (c) 90,910 shares of Common Stock, 
at an aggregate price of $2,500,025, which Continental agreed to purchase for the purpose of investment. 
Such Debentures mature May 1, 1989 (subject to required annual prepayments of $100,900 each, com- 
mencing May 1, 1979, and also subject, in each case, to certain optional prepayments, some with premium) 
and are convertible into Common Stock of the Company at any time prior to maturity on a basis, as currently 
adjusted, of $34.62 face amount of senior Debentures for each share of Common Stock and $33.14 face 
amount of junior Debentures for each share of Common Stock, each such conversion price being subject to 
further anti-dilution adjustment as hereinafter discussed. 


The second and final closing with respect to the foregoing $10,000,000 financing transaction took 
place on June 3, 1969. At that time the Company sold to Continental the remaining principal amount of 
each issue of such Debentures, at a price in each case of 100% of such principal amount, and 90,909 shares 
of Common Stock, at an aggregate price of $2,499,997.50. Such Debentures mature July 1, 1989 (subject 
to required annual prepayments of $100,000 each, commencing July 1, 1979, and also subject, in each case, 
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to certain optional prepayments, some with premium) and are convertible into Common Stock of the 
Company at the initial conversion prices previously discussed, each of which is subject to anti-dilution 


adjustment as hereinafter discussed. 


Under the letter agreement, a commitment fee of 14% per year, based upon the then outstanding 
commitment, was paid to Continental at each of the two aforementioned closings. 


The formulas for determining the initial conversion prices with respect to each issue of thezDebentures 
and the purcvase price per share of the Common Stock involved in the foregoing $10,000,000 financing 
transaction were recommended by an investment banking firm independent of the Company and Continental 
and the determinations thereof were made with reference to a price of $32.00, the average per share 
closing price of the Common Stock on the New York Stock Exchange for the five trading days prior to 
March 21, 1969. The interest rates with respect to each issue of such Debentures were also recommended 
by such investment banking firm. 


Shareholder Ratification of the $2,500,000 and $10 100,000 Financing Transactions. On March 24, 
1969 the Company agreed with the New York Stock xchange that it would submit to its shareholders, 
for ratification at its then forthcoming annual meeting, the $2,500,000 and the $10,000,000 financing 
transactions, and that, pending action by the shareholders of the Company, all the shares of Common 
Stock sold directly to Continental in connection with either such transaction and all shares of Common 
Stock issued upon any conversion of any of the Debentures sold to Continental in connection with either 


such transaction would be placed in escrow. Such an agreement was required by the E> 
condition to the listing of the shares of Common Stock involved in the transactions. 


change as a 


At the respective closings with respect to such transactions, an aggregate of 219,698 shares of 
Common Stock directly sold to Continental was delivered by Continental to Manufact + +s Hanover 
Trust Company, as escrow agent, and Continental agreed with the Company that it woul liver into 
escrow any shares of Common Stock issued to it upon any conversion of any of the Debentures sold to 
it in connection with either such transaction. 


On July 18. 1969, at the Company’s annual shareholders’ meeting, the $2,500,000 financing transaction 
and the $10,00U,000 financing transaction were ratified by the shareholders (excluding votes cast by 
Continental, which were not tabulated on the proposal), and on July 23, 1969 the aforesaid 219,698 shares 
of Common Stock were released from escrow and delivered to Continental. 


Summary of Certain Terms of Debentures Held by Continental. The respective Agreements relating 
to the Debentures of the Company 


urrently held by Continental and which have been discussed herein are 
substantially identical. The following is a summary of certain of the more important terms of those 
Agreements. 


(a) Subordination. he indebtedness of the Company evidenced by each outstanding issue of the 
Debentures is subordinate and junior in right of payment, as provided in the respective Agreements 
relating thereto, to Superior Indebtedness (as defined in the respective Agreements), whether outstanding 
at the date of any such Agreement or thereafter incurred by the Company. Superior Indebtedness, in the 
case of each of the Debentures which has a junior subordinated status, generally includes all indebtedness 
of the Company for money borrowed except other debt of the same status, and, in the case of each of the 
Debentures which has a senior subordinated status, generally includes all such indebtedness except other 
debt of the same status and debt having a junior subordinated status. By reason of such subordination, 
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in the event of any insolvency, bankruptcy or similar proceeding involving the Company, or upon any 
dissolution, liquidation, winding-up, reorganization or similar action of the Company, or in the event 
any such Debenture is declared due and payable before its stated maturity by reason of a default, the 
holders of Superior Indebtedness are entitled to be paid in full all principal and interest with respect to 


Superior Indebtedness before the holders of any suvordinated debt are entitled to be paid with respect 
thereto. 


(b) Conversion Provisions. The conversion privilege with respect to each outstanding issue of 
the Debentures is protected against dilution, as provided in the respective Agreements relating thereto, 
in certain events, including the sale of shares of Comrnon Stock for cash or for a consideration per share 
less than the then prevailing respective conversion prices, the issuance of shares of Common Stock upon 
a stock dividend, a subdivision or combination of shares of Common Stock, a recapitalization, a consoli- 
cation or merger of the Company, or a sale of substantially all of the assets of the Company. No adjustment 
in any conversion price is required to be made upon the issuance of shares of Common Stock pursuant 
to present or future officer and employee options or stock purchase agreements. 


(c) Dividend Limitations. The respective Agreements provide, in effect, that the Company may not 
pay or declare any dividend or make any other distribution on account of any class of its stock, or redeern, 
purchase, or otherwise acquire any shares of its stock (ai! of the foregoing being defined in the respective 
Agreements as “Restricted Payments”) except out ef Consolidated Net Earnings (as defined in the 
respective Agreements) for the period April 1, 1966 to the end of the last fiscal quarter of the Company 
preceding the date of any proposed Restricted Payment, less the sum of all dividends and other distributions 
paid by the Company after March 31, 1966 and the excess of the amount expended, after March 31, 1966, 
for the acquisition of any shares over the amount received, after March 31, 1966, as proceeds for the sale 
of any shares. As of March 31, 1969, approximately $1,637,000 was available for the making of Restricted 
Payments free of the aforementioned restrictions. 


Use of Proceeds of the Sales of the Debentures and Common Stock to Continental. The net proceeds 
of each sale to Continental of Debentures (except for the exchange of the 6% Junior Subordinated 
Convertible Debentures due June 30, 1988 for the 634% Junior Subordinated Notes due October 15, 
1968, as to which there were no proceeds) and of Common Stock (except for the 116,877 shares of 
Common Stock issued upon conversion of the 574% Junior Subordinated Convertible Debentures due 
April 1, 1987, as to which there were no proceeds) were added to the general funds of the Company 
to meet current working capital requirements, principally those involved in the carrying of an increased 
volume of accounts receivable. 


Short-Term Financings. From time to time in the ordinary course of its business the Company 
sells commercial paper, of various maturities and at various interest rates, through dealers, and from 
time to time from January 9, 1967 through July 14, 1969, Continental and its affiliates purchased various 
principal amounts of various issues of such commercial paper. The highest aggregate principal amount 
of such commercial paper owned by Continental and its affiliates at any one time during that period was 
$8,340,000 (week of July 8, 1968), equal to approximately 45% of the aggregate principal amount of 
such commercial paper which the Company had outstanding at that time. As of July 14, 1969, the Company 
had outstanding $15,174,000 aggregate principal amount of various issues of such commercial paper, of 
which Continental and its affiliates owned $1,000,000. The interest rates of the Company’s commercial 
paper outstanding from time to time during the period from January 9, 1967 through July 14, 1959 
ranged between 434% per year and 874% per year. 
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Anthony F. Kopp 


Loan. As of July 14, 1969, Anthony F. Kopp was indebted to Financial Services, Inc., a wholly 
owned subsidiary of the Company of which Mr. Kopp is President, in the amount of $80,000, such indebt- 
edness having arisen as the result of a series of loans made to Mr. Kopp to assist him in the financing 
of a purchase of land in the New York metropolitan area and the construction of a home thereon. 
Mr. Kopp resided in the Philadelphia metropolitan area, where Financial Services, Inc. is headquartered, 
until, upon his election as Senior Executive Vice President--Operations of the Company on December 
18, 1968 (Mr. Kopp was elected President—Credit Card Division of the Company on March 25, 1969), 
his various new corporate duties required him to move into the New York metropolitan area. 


The loans to Mr. Kopp bear interest at 6% per year (such interest being payable annually) and 
the principal thereof is repayable in ten equal annual instalments commencing January 2, 1973. The 


loans are to be secured by a mortgage, junior to any first mortgage securing any bank loan obtained 
by Mr. Kopp, on Mr. Kopp’s home. 


Inter-Service Club Card, Inc. The Company, Mr. Kopp and Military Purchase System, Inc., a 
non-affiliated corporation of which Mr. Kopp is a director, entered into a letter agreement, as of April 1, 
1969, with respect to the financing and operation of Inter-Service Club Card, Inc., a corporation 
established by Military Purchase System, Inc. for the purpose of operating a world-wide credit card 
charge and billing program for United States military clubs. On April 3, 1969, Inter-Service and 
Financial Services, Inc. entered into an agreement under which Financial Services, Inc. would provide 
servicing and processing for the proposed program, at cost, and would be committed to provide up 
to $8,000,000 of the financing requirements in connection with the accounts receivable generated by the 
program. The three-party letter agreement provided that the Company and Military Purchase System, 
Inc. would each purchase 50% of the common stock of Inter-Service, at its par value, being, in each 
case, $45,000 and would each make a $50,000 loan to Inter-Service, and that Mr. Kopp would purchase 
all of an issue of preferred stock of Inter-Service, at its par value, being $10,000. Such preferred stock 
would be convertible into common stock under certain circumstances. Also, Mr. Kopp would serve on 
the board of directors of, and as a non-compensated consultant to, Inter-Service 


PENDING LEGAL PROCEEDINGS 


On May 6, 1969 a lawsuit was brought in the Superior Court of the State of California for the 
County of Los Angeles against the Company and its subsidiaries, DQM Corporation and Diners/Fugazy 
Travel, Inc., together with American Airlines, Inc., its subsidiary, Sky Chefs, Inc., and certain other 
defendants, arising out of the subleasing by DQM of hotel and ce. tain restaurant and other facilities on the 
former passenger steamship Queen Mary to Sky Chefs. A similar action was commenced against the same 
defendants in the United States District Court for the Central District of California on May 7, 1969. 
The plaintiff in the lawsuits, Wrather Corporation, asserts that except for the wrongful acts of the 
defendants, including American Airlines and Sky Chefs, the sublease of such facilities would have 
been made to Wrather Corporation. The complaints allege, among other things, that the defendants, 
in violation of the Sherman and Clayton Anti-trust Acts, and otherwise wrongfully, “persuaded, induced 
and caused” DQM to terminate discussions with plaintiff with respect to the sublease and to enter into 
such sublease with Sky Chefs. The damages claimed are three times plaintiff’s alleged loss of profits, 
or an aggregate of $81,67£,000. The management of the Company believes that there is no merit to 
these lawsuits and that no material liability of the Company or its subsidiaries should result therefrom. 
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Similarly, counsel representing the Company and its subsidiaries in the litigations has expressed its opinion 
that the Company and its subsidiaries have good defenses to the claims made against them a.d that no 
material liability on the part of the Company or its subsidiaries should result. 


In March, 1963 a lawsuit was commenced in the Supreme Court of the State of New York, New 
York County, against the Company's subsidiary, Diners’ Financial Corporation, and others, pertaining 
to a transaction of this subsidiary prior to its acquisition by the Company. Plaintiff, Gelco Buildings 
and Burjay Construction Corp., a joint venture prime construction contractor, sought damages against 
all of the defendants in the amount of $1,504,000, on the basis of an alleged conspiracy between Simpson 
Factors Corp. (the predecessor of Diners’ Financial Corporation) and Raymar Contracting Corp. to 
defraud plaintiff into awarding a sub-contract to Raymer and to divert to Simpson Factors payments 
made by plaintiff to Raymar. In June, 1969 judgment was entered in favor of plaintiff in the amount of 
$1,186,946. A notice of appeal from the judgment has becn filed, and, in the opinion of special counsel 
representing the Company’s subsidiary, there are good and meritorious bases for the appeal. 


On May 28, 1969, Rueben D. Talasek and corporations controlled by him instituted suit against the 
Company, its subsidiary, Diners/Fugazy Travel, Inc. and others, in the United States District Court for 
the Western District of Texas, Waco Division. Plaintiffs, who had agreed to purchase 17 Diners/Fugazy 
retail travel agency franchises, primarily in the State of Texas, and who had opened offices in 5 of the 17 
franchise areas (having paid for 4 such franchises and having delivered notes with respect to the purchase 
of 12 others), allege principally that the sales of such franchises constituted sales of securities and were 
made in violation of federal and Texas securities laws. The relief sought includes $190,000 in damages 
and $380,000 in exemplary ie 


The Company and its subsidiaries are involved in routine litigation arising out of the ordinary course 
of business. The Company believes that any judgments against it in such litigation which are not covered 
by insurance will not be material. 


SELLING SHAREHOLDERS 


The following table lists the Selling Shareholders, the number of shares presently owned by each of 
them, the number of shares being offered by each of them, and the number of shares it is expected will be 
owned by each of them upon completion of the offering made hereby. 


Shares Shares Shares 

Presently Being To Be 

Name Owned Offered Owned 
TN WOEETIITIES) SEI, (bi acrelitess eee him eecatia sos ang. Dauld Tee abuvaion ene 58,710 58,710 _— 
COTEOSIMEATIR URES, iehacgiit ale dp )atsna/w a ole peheear slg a Wide ecd Lena aid oak 18,623 3,724 14,896 
‘a Pe MAUEIELE LGN EO De i ic ce renee vas dcorscler es ms emlapaua ce per ak tevin 10,955 10,955 — 
WaT TD IR ra ao ac yore. kre Ace thvorvtennyeeelrtced i) Gop abree ike isd 9,311 1,862 7,449 
ESO 16: V EUR Aa ys ra or miner c yc. Sisryeentle Mew era enna 9,311 1,862 7,449 
HPRCRTY | MIGSOS Pe co ace cecgin sb hud ale atv, sre Minne aieiciele oem 1,017 1,017 —= 
JAC NGIOE. Fi). snare naceaie-cawraie wines RWIS -s keen en 642 642 — 
Madeline Greenwald) ca ssjijpcca ys cduinna svad a ewtenas 642 642 — 
eA WaEO | OICKIES coc cess wasiidinte gow Rae ci nad Seas: 642 642 _ 
Richard Newbur yer. pvs4nve nse anise ong caw «eceuare 508 508 — 
Prancis. |. BOLOWSKys susie wiemayade vce oe deans 375 375 —_ 
VEC BYOUSHEN. picckmawanaens connie hia cman Kawnieoie’ 375 375 — 
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Shares Shares Shares 
Presently Being To Be 
Name Owned Offered Owned 
Merril aris. catiaits cain a amu apes earn onetona nua 375 375 - 
Tolenolnen ciyestic hace og wns alee eianen a ane o es 375 375 _— 
Lucian Katzenberg, 24 s5-secuanne sasasiear chausie dee 375 875 — 
SOLO OT EZ) cols occas aewant boas pw mae earn nea: Pints 375 3¢5 _ 
Bd ward: SHtren dn shecnacmtene onde k ties or eee OS 375 375 — 
Leah Shifren and Arthur Shifren, tenants by the 
EMVINGELES! ei a sueigiec mmm eae noun rasea lead stam modaiee aes 375 375 - 
TUT et nett ertyerven ties ateeurotrenunenneedrerteehle antec aces 375 375 — 
HES TAS MG SION aces a itartra vases yah ee tenue wl eas sieier ne hs 164 164 -_ 
EVE UE LOTA WERE SS ETECTN sends: aie gcesev car Sos vein -oevieh nies bocastaeyaternce 164 164 - 
Frank Eh) Newburg etic ie euciiog o ean vied 4 vie auainantias 133 133 oe 
Mahlon B. Simon and Lydia M. Simon, tenants in 
COMMTION yaieiscslbtes Mea Rigesunlledlal gana cateugietey a avaneneteib ip valaiaes 47 47 — 


MOPAL Ss cans. cca cesal Gyan ca seen Mtenibietr aint [i 14,244 84,447 29797] 


For information with respect to the circumstances under which F T Ventures, Inc., Otto Marx, Tr 
and the Messrs. Fugazy acquirec the shares being offered by each of them hereby, for information with 
respect to the circumstances under which A. Mitchell Liftig acquired 7,955 of the shares being offered 
by him hereby, and for information with respect to certain restrictions on sale of the shares being offered 
by Mr. Marx and the Messrs. Fugazy (which restrictions are expected to be terminated on October 1, 
1969), see “Business of the Company—Travel Division—-Diners/Fugazy Travel, Inc.” and “Interest of 
Management and Others in Certain Transactions—-Fugazy Travel Bureau, Inc.” 

For information with respect to the circumstances under which A. Mitchell Liftig acquired the balance 
(3,000 shares) of the shares being offered by him hereby, see ‘Business of the Company—Travel Division 
—-Club Internationale Management Corp.” 

Ail the Selling Shareholders other than F T Ventures, Inc., Mr. Marx, the Messrs. Fugazy and 
Mr. Liftig were stockholders of ‘Travelco, Inc., al} of the capital stock of which was acquired by the 
Company in October, 1968. As partial consideration fer such capital stock, the Company delivered from 
its treasury an aggregate of 6,417 shares of its Common Stock and those shares are among the shares 
being offered hereby by the former Travelco stockholders. To secure certain indemnities given in 
connection with that acquisition, the Company is holding in escrow, in its treasury, 917 shares of its 
Common Stock, and under the acquisition agreement the escrow arrangement will be terminated after 
October 24, 1969. The Company is currently conducting an investigation to determine whether it may 
have a claim under the acquisition agreement and, depending upon the results of such investigation, it is 
expected that all or some of the 917 shares will be delivered from escrow by the Company io the former 
avelco stockholders, pro rata, on October 25, 1969. The shareholdings of those persons, as shown 
in the foregoing table, include pro raca portions of such 917 shares (except in the case of Mahlon B. and 
Lydia M. Simon, who divided their tenancy in common with respect to the pro rata portion of the initial 
installment but who may be receiving 47 shares, as tenants in common, as their pro rata portion of the 
917 shares). 

As indicated on the Cover Page of this Prospectus, the Selling Shareholders intend to sell all or 
part of such shares from time to time at private sale or sales at negctiated prices or on the New York 
Stock Exchange (regular way or by special offering or otherwise) at prices prevailing at the time or 
times of sale. 
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LEGAL OPINION 


Legal matters in connection with the sale of the shares of Common Stock offered hereby are being 
passed upon for the Company by Messrs. Botein, Hays, Sklar & Herzberg, New York, New York. 


EXPERTS 


The consolidated financial statements and supporting schedules and related notes included herein 
and in the Registration Statement and the Consolidated Statement of Net Earnings have been examined 
by Messrs. Touche, Ross, Bailey & Smart, independent certified public accountants, as set forth in their 
report and have been so included in reliance upon such report, which appears elsewhere in this Prospectus, 
and upon the authority of such firm as experts in auditing and accounting. 


34 


Proof of 8-22-69—-Sorg/N.Y.—WH. 3-3040—Diners Club (4662) 


REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


To the Board of Directors and Shareholders of 
The Diners’ Club, Inc. 


We have examined the accompanying consolidated balance sheet of The Diners’ Club, Inc. and 
consolidated subsidiaries as of March 31, 1969 and the related consolidated statements of net earnings 
for the five years then ended, earnings retained in the business and additional paid-in capital for the 
three years then ended. Our examination was made in accordance with generally accepted auditing 
standards and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary ‘n the circumstances. 


As explained in Note 3, the Company has invested $1,645,000 in Reservations/World, 2 project for 
the development of an automated reservation system, the recovery of which is dependent upon the sale 
of the system. The Company is presently negotiating such a sale. While we have no reason to believe 
that the Company will not be successful in the recovery of its investment, we are not in a position to 
determine whether a sale will occur or the amount to be realized. 


In our opinion, subject to the recovery of the investment in Reservations/World discussed in the 
preceding paragraph and subject to the outcome of the litigations referred to in Note 11, the consolidated 
financial statements referred to above present fairly the consolidated financial position of The Diners’ 
Club, Inc. and consolidated subsidiaries at March 31, 1969, and the consolidated results of their operations 


for the five years then ended, in conformity with generally accepted accounting principles applied on a 
consistent basis, as restated (see Note 1). 


TOUCHE, ROSS, BAILEY & SMART 
Certified Public Accountants 


New York, New York 
June 6, 1969 (except as to 
Notes 11 and 13, the date 
of which is July 18, 1969) 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
March 31, 1969 


ASSETS 
Current Assets: 
Ra erect akin oraes oh 6a ahs Oa rte At nance see all gdh FS eay aust nck tance astoreas se od imc acre $ 14,071,000 
Notesjand.accounts receivable (Not 2) ioc doscce sce dence suns ne oo way ov syniiinre twa geal 149,355,000 
Other -accoints eceiy abl @ii: 6 .cinciun coaenuenas ote es bier aeanmmer cette coe a ete 8,759,000 
Bre pad EXDRNSeS sasnwicy airawctntrte uaysisiere uae ma te. cas erst eek © aia) vores Pata ae aoe eerie 2,294,000 
Ota iG UUkeh ECANSSEES Gtr cect ays ora rore ta eave lepine peed ula ana ones $174,479,000 
Investments and Advances—at cost (Note 3)............ ccc cee cece cee cteueee 4,496,000 
Equipment and Leasehold Improvements—at cost, less accumulated depreciation 
and. amortization+-$3,130,000 (Note 4) oc cuis cewes cv ss caipns btnwwen cede. 3,932,000 
Goodwill, Mailing Lists, Plates and Other Intangibles—at cost (Note 5)......... 14,483,000 
Deferred Charges and Other Assets (Note 6)........... 00. cc ccee ccc ecececececee 5,060,000 
$202,450,000 
LIABILITIES AND SHAREHOLDERS’ INVESTMENT 
Current Liabilities: 
Notes) payable Danks: < cesdieess a's wiaiepiedin Healt = wht aed Bhracanty 6 S tamnwesenseligvandyace wa eovers $ 72,999,000 
Notes payable—comimercial paper. .oc. esc ccs be ets sede can vie ame da paawdeeenuc 10,830,000 
IRECOURTS Payable Sacer s mat tia.s siete center tieaetes acu © alee actu LE areat idgom 2 Bese erutwne he aon Soe 42,732,000 
PICCIUBCCENDENSES fcc tt Snr uiviin aire amin mated Lamune <. eaieale Scie aente oupierane OA 8,511,000 
Guprentyporticnh=“ldng enim “Ce bt ese. aysesaelsGopcnindia v pipaiayes  aignleysl ge eiusteug carne: 850,000 
ImCOme faxes’ Payable (INGE A) es dosides, cconays ntviyua cag mae ele aiaspeuss wo paeiee ee uiees Seer 1,134,000 
TM OLANSOUPPONE lita DN ELC Gs shy want, au Sarocareey aeieaneis wan Geant sack $137,056,000 
Long-Term Debt ( Notes: 8 and 13) cis sia.< jaca. ile se tastu- we almnnerard isos awe Geamnnrers « P $ 27,673,000 
Minority Interests: ((NOte (9) ics seadscsvetecy sry ya seedy wip eure w4s AVE AE xb tomes Srerecen a! duet $ 680,000 


Shareholders’ Investment (Notes 8, 10 and 13): 
Common stock, par value $1.00 per share 
Authorized—5,000,000 shares (Note 13) 


Isstied. and ‘outstanding—Z,242,820 ishares... 20. eu... cee be wud ewauleaes ce $ 2,243,000 
Additional paid-in). capital - oc... wieiejeuie ose i ack RE ahr, See area eee 33,161,000 
Eearninigs: retained in. The: DUSINESS o.0.c.ci5:< erssehoneus weisiaiasiendaiusge aula y anwlSdaies. 1,637,000 

Total Shareholders’ Investments < ...cscscdne eadiste nou cident xccuievlos 4 $ 37,041,000 


$202,450,000 


See Notes to Consolidated Financial Statements. 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


CONSOLIDATED STATEMENT OF ADDITIONAL PAID-IN CAPITAL 


Balance at the beginning of the period as previously 
PEPOTCEM | acre canes mae nee Velde caisewe seed n swt ee 


Adjustment to reflect poolings, ret of expenses, and inclu- 
sion of foreign subsidiaries (Note 1)...........-.--5. 


Balance at the beginning of the period restated......... 


Add: 
Excess of fair market value over par value of: 


49,695, 51,209 and 57,356 shares of common stock 
issued as stock dividends on June 15, 1966, June 15, 
1967 and June 14, 1968, respectively.............. 


62,000 shares of common stock issued in connection 
with the acquisition of Fugazy Travel Bureau, Inc. 
as: 6f October 30, 196/ cece ics Sees ec ee aes wet ees 


58,823 shares of common stock purchased by The 
Continental Insurance Company, Inc. on Jan- 
WAY GOs LOGB ore a a ace corm lavcoorsr se nie dtneraey, © Houmas o eves dice 


2,000 shares of common stock issued in settlement of 
certain obligations to a broker as wi july 1, 1968.. 


1,400 shares of common stock issued in connection 
with the acquisition of Fohl Enterprises, Inc. on 
January 221969. ccc ices craw aiimie earetaretiein.s «eens 


37,879 shares of common stock purchased by The 
Continental Insurance Company, Inc. on Febru- 
BEV LE) TIO oo caiscon lt cciala dill aeletywlo ais teatace 6 edie oracke we 


116,877 shares of common stock issued upon conver- 
sion of 5%% Junior Subordinated Convertible 
Debenture on March 28, 1969 


Excess of fair market value over cost of 38,200 shares of 
treasury stock issued in partia! settlement of certain 
obligations as of September 30, 1968 (Note 6)...... 


Excess of option price over par value of 1,640, 2,759, 
and 4,916 shares of common stock, respectively, soid 
under the amended restricted stock option plan 
GINGEG OTD) 6 ccs dicsiteagarnsslavaierccactee mellacr uavelaraleeuveveiereimares 


Year Ended March 31, 
1967 1968 1969 


$17,746,000 $18,979,000 $24,912,000 


321,000 321,000 321,000 


$18,067,000 $19,300,000 $25,233,000 


1,205,000 1,235,000 2,639,000 


a — 103,000 


= = 63,000 
= - 1,212,000 


oar _ 2,383,000 


28,000 48.000 95.000 


$19,300,000 $25,233,000 $33,161,000 


See Notes to Consolidated Financial Statements. 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 
RETAINED IN THE BUSINESS 


Year Ended March 31, 


1967 1968 1969 

Balance at the beginning of the period as previously 

POPOTEEE. sec caiecsdid De dieise s whines tiene e apiebittes 2% erdiecs $3,525,000 $3,984,000 $4,777,000 
Adjustment to reflect poolings, net of expenses, and 

inclusion of foreign subsidiaries (Note 1).........+-- 320,000 (351,000) (920,000) 
Balance at the beginning of the period restated.......... $3,845,000 $3,633,000 $3,857,000 
Add: 

Net earnings for the period... ........ se seers eee ences 1,927,000 2,445,000 1,481,000 

$5,772,000 $6,078,000 $5,338,000 

Deduct: 

Cash dividends—$.50 per share. .......42--22- 1s eeees $ 862,000 $ 911,000 $1,005,000 


Stock dividends—3%—49,695, 51,209 and 57,356 (in- 
cluding cash paid in lieu of fractional shares—$22,000 
in 1967 and $23,000 in 1968) shares, respectively..... 1,277,000 1,310,000 2,696,000 


$2,139,000 $2,221,000 $3,701,000 


$3,633,000 3,857,000 $1,637,000 


See Notes to Consolidated Financial Statements. 
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THE OLN ERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


| NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Principles of Consolidation: 

The Consolidated Financial Statements include the accounts of all significant subsidiaries. Certain minor 
foreign subsidiaries which in the aggregate are not significant have not been consolidated. Foreign subsidiaries are 
ncluded at standard rates of exchange. The figures for the four years ended March 31, 1968 have been retroactively 
adjusted to include the consolidation of foreign subsidiaries. The Company adjusts its investment in consolidated 
subsidiaries to reflect the change in its equity. 

All material intercompany transactions have been eliminated. 

During the year the Company acquired four companies for an aggregate of 72,532 shares of common stock, 
of which 19,004 were treasury shares. These acquisitions were treated for accounting purposes as poolings of 
interests. 

The earnings of purchased companies are included from the respective dates of acquisition (Note 5). 


2. Notes and Accounts Receivable: 


March 31, 
1969 
Credit Card Division: 
Regular Charge caters cans cqne ties innenak $113,485,000 
Revolving and extended payment........ 6 32,982,000 
$146,467,00 
Travel Division <.c< esd dese eisxe target bape 4,770,000 
Collection Agencies Division................ 749,000 
POr@ign  SUbsidiani€® 4. veccccniepe dinaena dale malas 4,173,000 
$156,159,000 
Less allowance for doubtful accounts......... 6,804,000 
$149,355,000 
3. Investments and Advances: 
March 31, 
1969 
Investment in Reservations/World.......... $1,645,000 
Diners’ Club foreign franchisees: 
Investments tbccunspiaie 2,256,000 
Advances Sethe more a waters 30,000 
CHER ence tants siete Sirens serine $65,000 


$4,496,000 


During the two years ended March 31, 1969, the Company invested in Reservations/World, a project for the 
development of an automated reservation system. The first stage of the system has essentially reached 
completion and is operational’ Full completion of all stages of this project would require a substantial additional 
investment and the Company has decided not to make such additional investment. The Company is currently 
negotiating to sell the system and in the opinion of management, upon such sal:, the unrecovered investment, 
if any, will not be material For additional information, see “Business of the Company—Certain Other Opera- 
tions” in this Prospectus. 


The Company has minority interests in the capital stock of a significant number of Diners’ Club foreign 
franchisees. At March 31, 1969, the Company's equity in net assets of these franchises and its other investments 
amounts to approximately $850,000. 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


4. Equipment And Leasehold Improvements: 


The cost of equipment and leasehold improvements is depreciated or amortized over the estimated useful 
lives of the assets. The straight-line method is used. 
The annua! rates used are as follows: 


Office equipment, furniture and fixtures......... seeeee 10-20% 
Léasehold improvement: ¢ visicicccsicceas seine rnin sivas * 
Automobiles: oo. caws rate ee msaetiors f SuaRapES 25% 


* Leasehold improvements are written off over the remaining 
term of the lease or the life of the asset, whichever is shorter. 


Expenditures for maintenance and repairs are deducted from income. Expenditures for major items are capital- 
ized and written off by depreciation charges. Costs of assets sold or retired and the related amounts of accumulated 
depreciation are eliminated from the accounts in the year of sale or retirement; the gain or loss on disposal of 
assets is reflected in the statement of earnings. 


5. Goodwill, Mailing Lists, Plates And Other Intangibles: 


Under various expansion programs in prior years, the Company acquired goodwill, mailing lists, plates and 
other intangibles amounting to $4,363,000. 


The restatement of the Consolidated Financial Statements to reflect the inclusion of foreign subsidiaries 
(Note 1) has resulted in additional goodwill of $1,863,000. 


In 1968 the Company acquired a group of collection agencies and a travel business. The purchase prices of 
these acquisitions, aggregating $11,555,000, exceeded the underlying net asset value by $6,159,000. During the 
current year, the Company continued its planned acquisitions in the collection agencies and travel businesses 
The purchase prices of these acquisitions, aggregating $3,925,000, exceeded the underlying net asset value by 
$2,277,000. 

No amortization of the mailing lists, plates, goodwill and other intangibles is provided (because there is no 
anticipated dimunition of value) except for approximately $2,400,000, applicable to the travel business, which 
is being amortized over a period not exceeding twenty years. 


6. Deferred Charges And Other Assets: 


The Company has entered into a twenty-five year lease, commencing July, 1970, with minimurn annual rentals 
of $300,000 per year during the first seventeen years and $500,000 per year thercafter with the City of Long Beach, 


California to manage the tourist center to be created with the conversion of the former R.M.S, Queen Mary. The 
Company has incurred costs of $1,318,000, of which $1,258,000 was expended during the current fiscal period, relating 
to the conversion of the Queen Mary. The total cost of the project is anticipated to be $7,800,000. The Company 


anticipates amortizing such costs over a period not to exceed ‘the life of the lease, commencing with the date 
operations begin. 

The Company has expanded existing automated of tions and automated certain additional operations in 
order to utilize the capacities of new computers. Total cost approximately $475,000, of which $75,000 was incurred 
in the current fiscal year, have been deferred. The Company is amortizing these costs over a three-year period 


The Company has settled all contingent compensation due to the former shareholders of a business acquired 
in the preceding year by issuing 38,200 shares of treasury stock with an approximate market value of $1,770,000 
and a payment of $430,000. These amounts are being amortized in accordance with a schedule based upon a per- 
centage of travel agency franchise sales. In no event will this amortization be less than the equivalent of straight- 
line amortization over 15 years. 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


Tncome Taxes: 


fhe Company has certain differences between incomie reported in its financial statements and taxable income. 
“farch 31, 1968 and 1969 substantially all of the liability for income taxes was deferred. 


Federal income tax assessments for the fiscal years ended March 31, 1962 through March 31, 1964 in the amount 
104,000 including interest, and California franchise tax assessments for the fiscal years ended March 31, 1959 
zh March 31, 1966 in the amount of $157,000 including interest, after applicable reduction for federal income 
:, have been paid by the Company for which no provision has been made. The Company has filed claims for 
ds of such taxes and in the opinion of counsel, the Company has good and meritorious bases for such claims. 


Investment credits utilized for the five years ended March 31, 1969 are not material. 


Gi * Long-Term Debt: 


Long-term debt is as follows: 


(2m a RA th SAE A ART RR WH TL a A aH Le UR ASA TR 
te : 


5.125% Senior Note due in annual installments of $1,000,000 from October 1, 1971.... 


§.25% Promissory Notes due in annual installments of $500,000 from April 1, 1968 
NORE TS) crates uartrany Ua Wien Sura a eral ulad em eat oa Atte aa ece tl ordee Sarah, ec rerataeor eles 


6% Senior Subordinated Convertible Debentures due in annual installments of 
$400,000 from October 1, 1978—convertible into common stock at $55.16 per share 


6% Senior Subordinated Convertible Debentures due in annual installments of 
$100,000 from February 1, 1978—~convertible into common stock at $46.88 per share 


6% Junior Subordinated Convertible Debentures due in annual installments of 
$100,000 from February 1, 1978—convertible into common stock at $46.88 per share 


6.50% Junior Subordinated Convertible Debentures due in annual installments of 
$100,000 from March 1, 1979—convertible into common stock at $40.79 per share.. 


6% Senior Subordinated Convertible Debentures due in annual installments of 
$160,000 from April 1, 1978—convertibl« into common stock at $46.88 per share... 


6.28% Senior Subordinated Convertible Debentures due in annual installments of 
$200,000 from January 1, 1979—convertible into common stock at $52.13 per share 


6% Junior Subordinated Convertible Debentures due in annua! installments of 
$200,000 from July 1, 1978~-convertible into common stock at $48.34 per share.... 


Other Notes Payable 
Total 


Current Portion 


Long-Term Debt 


rhe terms of the note and debenture agreements include, among other Provisions, limitations on the payment 
sh dividends and purchases of the Company's common stock. At March 3], 1969, after consideration of the 
cing transactions detailed in Note 13, all earnings retained in the business were free of such limitations. The 


rsion prices reflected above are after adjustment for financing transactions after March 31, 1969 as detailed 
“ote 13. 
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March 31, 1969 


$10,000,000 


2,000,000 


5,000,000 


1,250,000 


1,250,000 


1,250,000 


2,000,000 


2,500,000 


2,500,000 
773,000 


$28,523,000 
850,000 


$27,673,000 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


Year ending March 31: 
1970 (Note 13) 


| The following is a summary of anticipated future payments of long-term debt at March 31, 1969: 


23,785,000 


$28,523,000 


9. Minority Interests: 
Minority interests in foreign majority-owned consolidated subsidiary companies are as follows: 


March 31, 
1969 


Common stock 
Additional paid-in capital 
Earnings retained in the business 


$680,000 


10. Stock Options: 

For details regarding stock option plans see ‘“Management-Options to Purchase Common Stock of the 
Company” in this Piospectus. Proceeds from the exercise of options are credited to common stock to the extent 
of par value and the balance is credited to additional paid-in capital No charges or credits are made to income 
with respect to options granted or exercised. 

Additional information relative to these plans is summarized below: 

Options outstanding at March 31, 1969, of which 6,701 shares are exercisable: 

" : Market Price 
Year Option Prices at Date of Grant 


of Grant No. of 
March 31, Shares Per Share Total Per Share 


$18.98 $ 18,000 $18.08 $ 18,000 
19.91-25.05 146,000 19.91-25.05 146,000 
31.00~-55.00 4,227,000 31.00-55.00 4,227,000 


$4,391,000 


Market Price on Date 
First Exercisable 


Per Share Total 


$17.74 $ 29,000 $16.25 $ 27,000 
18.38~18.62 51,000 26.00-27.75 74,090 
17.84-25.05 246,000 46.63-56.75 564,000 


$ 326,000 
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THE DINERS’ CLUB, INC. AND CONSOLIDATE BSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


Options exercised: 


Option Prices Market Price on Date 
a aa aes Exercised 
Year Ended No. of initia es Sate 
March 31, Shares Per Share Boe Per Share Total 
1,640 $17.74 29,000 $24.38 $ 40,000 
2,759 18.38-18.62 $1,000 37.75-38.00 105,000 
4,916 17.84-25.05 100,000 48.13-56.25 257,000 
9,315 $180,000 “$402,000 


During the year ended March 31, 1968, 17,250 options were cancelled. As at March 31, 1969 there were 18,000 
shares available for future grants. 


11. Commitments and Contingent Liabilities: 


The Company's subsidiary, DQM Corporation, is the master lessee from the City of Long Beach, California, of 
certain portions of the former passenger steamship Queen Mary, now permanently berthed in Long Beach, such 
portions to be used for the operation of hotel, convention and other commercial facilities. Two lawsuits are pending 
against the Company, DQM Corporation, the Company's subsidiary, Diners/Fugazy Travel, Inc., and certain 
other defendants, arising out of the subleasing by DQM of hotel and certain restaurant facilities on the ship to Sky 
Chefs, Inc., a subsidiary of American Airlines, Inc. The plaintiff in the lawsuits, Wrather Corporation, asserts that 
except for the wrongful acts of the defendants, including American Airlines, Inc. and Sky Chefs, Inc., the sublease 
of such facilities would have been made to Wrather Corporation. The complaints allege among other things that 
the defendants, in violation of the Sherman and Clayton Anti-trust Acts, and otherwise wrongfully, “persuaded, 
induced and caused” the Company and DQM to terminate discussions with Wrather Corporation with respect to 
the sublease and to enter into such sublease with Sky Chefs. The damages claimed are three times Wrather Corpo- 
ration’s alleged loss of profits, or an aggregte of $81,675,000. The management of the Company believes that there 
is no merit to these lawsuits and that no material liability of the Company or its subsidiaries should result therefre n. 
Similarly, counsel representing the Company and its subsidiaries in the litigations has expressed its opinion tuat 
the Company and its subsidiaries have good defenses to the claims made against them and that no material liability 
on the part of the Company or its subsidiaries should result. 


In March, 1963 a lawsuit was commenced against Diners’ Financial Corporation and others pertaining to 
a transaction of this subsidiary prior to its acquisition by the Company. In June, 1969 judgment was entered in 
favor of the plaintiff in the amount of $1,187,000. A notice of appeal from the judgment has been filed, and, in the 
opinion of special counsel representing the Company's subsidiary, there are good and meritorious bases for the 
appeal. Accordingly no provision has been made for this adverse judgment. 


For additional information, see “Pending Legal Proceedings’ in this Prospectus. 


The Company is guarantor for credit facilities extended to its consolidated foreign subsidiaries of approximately 
$650,000. The utilized facilities have all been included in the consolidated financial statements. In addition, the 
Company is guarantor for credit facilities extended to a minority-owned subsidiary of approximately $500,000. 


The Company may be required to pay additional consideration relative to its acquisition of collection agencies. 
This additional consideration, not exceeding $626,300, is dependent upon future earnings. 


The Company may be required to issue additional shares of its common stock as additional consideration 
relative to the acquisition of certain subsidiaries. The number of additional shares, not exceeding 40,917 shares, 
is dependent upon future events. 


The Company is lessee under 215 leases expiring from 1969 to 1984 with annual rental of approximately 
$2,250,000, exclusive of the lease referred to in Note 6. 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


[ores TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 


12. Supplementary Profit And Loss Information: 
March 31, 


1967 1968 1969 
175,000 $ 185,000 $ 255,000 


Maritenatice ard PEPSI: ce cs ceeies oqiereinin bee Heike Bel wete : 


Depreciation and amortization of equipment and leasehqid 


POPOWERIOTER aca unin Va oa 8 aw ea nhs GHD Rewind Saree $ 415,000 $ 537,000 $ 800,000 
Amortization of goodwill .........0ccewcnsebenenne $ — $ “10,000 $ 120,000 
Taxes other than income taxes: vie, : 

Wavroll! cosscaucee nammep raced ee cya sies saben hance, AUpeS $ 397,000 $ 580,000 $ 925,000 
COE EPG os cc ees acid aces [AV eS eet ES 82,000 100,000 150,000 
§ 479,000 $ 680,000 $1,075,000 
PRED apaieraccothe clans wee areas Ramen nisin nado ee eA Le ‘$1,181,000 $1,415,000 $2,320,000 

Maria easier 168 cysosigicvern’ <ctwvsreld macs qonclaresiaeiime nonin el bos 5 ert $ es $ ~ 

All amounts are charged to operating expenses. | Senet 


13. Post Balance Sheet Events: 
Since March 31, 1969 the Company has sold to The Continental Insurance Company the following: 
7% Senior Subordinated Convertible Debentures due in annual installments of 


$100,000 from May 1, 1979—convertible into common stock at $34.62............- $ 1,250,000 
7% Senior Subordinated Convertible Debentures due in annual installments of 
$100,000 from May 1, 1979—-convertible into common stock at $35.20..........+65 1,250,000 
7.50% Junior Subordinated Convertible Debentures due in annual installments of 
$100,000 from May 1, 1979-—convertible into common stock at $33.14... Sena 1,250,000 
7.50% Junior Subordinated Convertible Debentures due in annual installments of 
$100,000 frorn May 1, 1979-—convertible into common stock at $33.60............ 1,250,000 
$ 5,000,000 
181,839 shares of common: stockiat $27, 50\per: Shares joo). seecesierepie ae asinenecsitiy oceans BUN 000 
HO: 000,000 


The sales of the aforementioned debentures and shares of common steck, as well as the sale of $1,250,000 
principal amount of 6.50% Junior Subordinated Convertible Debentures and 37,879 shares of common stock, 
were ratified by shareholders on July 18, 1969. 

In connection with certain amendments to its long-term debt agreements, the Company prepaid, without penalty, 
the 5.25% Promissory Notes, in April, 1969 (Note 8). 

The Company, a director of the Company and Military Purchase System, Inc., a non-affiliated corporation, 
entered into an agreement, as of April 1, 1969 with respect to the financing and operation of inter-Service Club Card, 
Inc., for the purpose of operating a world-wide credit card charge and billing program for United States armed 
forces military clubs. The Company will provide servicing and processing for the proposed program, at cost, and 
would be committed to provide up to $8,000,000 of the financing requirements in connection with the accounts 
receivable generated by the program. 

On July 18, 1969 the shareholders approved an amendment to the Certificate of Incorporation whereby the 
authorized $1 par value common stock was increased from 3,500,000 shares to 5,000,000 shares. 
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PART II 
INFORMATION NOT REQUIRED IN PROSPECTUS 
Item 22. Marketing Arrangements. 
None. 


Item 23. Other Expenses of Issuance and Distribution. 


The estimated expenses in connection with the sale and distribution of the shares of Common 
Stock being registered hereby, of which one-half is payabie by the Company and one-half by F T 
Ventures, Inc., one of the Selling Shareholders, are as follows: 


Ry erectera tite fete i igisca ao serena vera emcee atic & eralardy cee aerere km nleveredh mt $ 355* 
ric eHig, xl aciilesa cect cera aiateralwralerecuoniexeintsd orarainyere Oop guerrearnolanntrs 14,000 
Mea EOE ao ca its, bv sei cuacsinn ea nWlers ein nara itinigia hic lenlh aetewrm gia eegeR 25,000 
Accounting: fees ard expenses: cca asgacwecmen serene reais 15,000 
KiecOHA ABR) 2 cdi ur occa Miemeatiles ee mtiegeeew ne manne 2,000 

THORAL -eisidin b greirbiarain a Seal cteranaly 9 duateiae’s AGaM emo lacaueTe MTS $56,355 


* Actual Amount 


Item 24. Relationship with Registrant ot Experts Named in Registration Statement. 
None. 


Item 25. Sales to Special Parties. 
See Item 26. 


Item 26. Recent Sales of Unregistered Securities. 


A. During the past three years certain officers of the Company (and a key employee of a 
subsidiary) exercised options previously granted to them under the Company's Amended Restricted 
Stock Option Plan, described under the heading “Management—Options to Purchase Common 
Stock of the Company” in the Prospectus, and purchased an aggregate of 9,315 sha-es of Common 
Stock, for an aggregate purchase price of $179,286. 


B. From time to time between March 31, 1967 and June 30, 1969 the Company sold various 
issues of its Debentures, in the aggregate principal amount of $21,250,000, to The Continental 
Insurance Company. During the same period, the Company sold for cash to Continental an aggre- 
gate of 278,521 shares of Common Stock and issued to Continental, in connection with the con- 
version of an issue of the aforesaid Debentures, an aggregate of 116,877 shares of Common Stock. 
For a descriptio. of these transactions, reference is made to the heading “Interest of Management 
and Others in Ce-tain Transactions—The Continental Insurance Company” in the Prospectus. 


C. On October 30, 1967, in connection with the acquisition of the assets and business of 
Fugazy Travel Bureau, Inc., the Company issued and delivered 62,000 shares of Common Stock 
of which 5,000 shares were delivered to A. Mitchell Liftig, a broker who represented the seller cor- 
poration), impartial consideration therefor. On October 1, 1968, the Company delivered from its 
treasury an aggregate of 37,245 shares to three persons who had entered into «mployment agree- 
ments with a subsidiary of the Company in connection with such acquisition, in order to eliminate 
the percentage compensation provisions of such employment agreements. On July 6, 1968 the 
Company issued 2,000 shares of Common Stock to Mr. Liftig, in connection with his representation 
of Fugazy Travel Bureau, Inc. and in connection with iis representation of the Company relative 
to certain other acquisitions, and, on January 6, 1969, the Company delivered to Mr. Liftig from 
its treasury 955 shares of Common Stock, for his services in connection with the amendments to 
the employment agreements referred to above. For a further discussion of these transactions, 
reference is made to the heading “Interest of Management and Others in Certain Transactions— 
Fugazy Travel Bureau, Inc.” in the Prospectus. 


D. On March 21, 1968, the Company issued to Investors Mutual, Inc., Investors Selective 
Fund, Inc. and Investors Syndicate of America, Inc. in consideration of the cancellation of the 
Company’s 5%4% Senior Subordinated Notes due April 1, 1976, then outstanding in the aggregate 
principal amount of $4,500,000, its 514% Promissory Notes due April 1, 1972, in the aggregate prin- 
cipal amount of $2,500,000 and its 6% Senior Subordinated Convertible Debentures due April 1, 
1988, in the aggregate principal amount of $2,000,000. 


E. On June 18, 1968, in connection with the acquisition of the assets and business of Travel 
Internationale, Ltd., the Company issued and delivered, in partial consideration for such assets 
and business, 19,990 shares of Common Stock, and, in full payment of brokerage fees with respect 
© such transaction, an additional 3,000 shares of Common Stock were issued and delivered to 
A. Mitchell Liftig. 
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F. On October 15, 1968, in connection with the acquisition of all the ovtstanding capital stock 
of Retail & Professional Men’s Credit Bureau, the Company delivered from 1s treasury, as the 
initial installment in connection with such acyuisition, 6,310 shares of Common Stock. On April 
14, 1969, as the final installment in connection with such acquisition, the Company delivered from 
its treasury an additional 5,360 shares of Common Stock. 

G. On October 29, 1968, in connection with the acquisition of all the outstanding capital stock 
of Travelco, Inc., the Company delivered from its treasury, in partial consideration for such capital 
stock, 6,417 shares of Common Stock. The Company expects to deliver from its treasury on 
‘October 25, 1969, as the final installment in connection with such acquisition, a number of shares of 

Gee Stock which is presently undetermined but which will not exceed 917 shares. 

H. Or, December 3, 1968, in connection with the acquisition of all the outstanding capital 
stock of National Adjusters, Inc. and twelve affiliated corporations, the Company issued and 
delivered, as the initial installment in connection with such acquisition, 21,968 shares of Common 
Stock. On February 6, 1969, as the final installment in connection with such acquisition, the Com- 
pany issued and delivered 8,570 shares of Common Stock. 

I. On January 22, 1969, in connection with the acquisition of all the outstanding capital stock 
of Fohl Enterprises, Inc., the Company issued and delivered, in full consideration therefor, 1,400 
shares of Common Stock. 

None of the shares of Common Stock referred to in this Item 26 were registered under the 
Securities Act of 1933, as amended (the “Act”). The shares referred to in paragraph A, C, and F 
through I of this Item 26 and the shares, Notes and Debentures referred to in paragraphs B and D 
of this Item 26 were not registered because the transactions referred to therein did not involve a 
“public offering” or “sale” and therefore the shares were exempt from registration under Section 
4(2) of the Act. The shares referred to in paragraph E of this Item 26 were rot registered by 
reason ot the applicability to the acquisition transaction of the exemption of Ruie 133 of the Gen- 
eral Rules and Regulations of the Securities and Exchange Commission under the Act, and since 
the brokerage transaction did not involve a “public offering” or “sale”, the shares therein involved 
were exempt from registration under Section 4(2) of the Act. In connection with each transaction 
referred to in this Item 26, appropriate investment representations were given to the Company. 


Item 27. Subsidiaries of the Registrant. 


The foilowing list includes all of the subsidiaries of the Company (except for certain sub- 
sidiaries which, considered in the aggregate as a single subsidiary, would not constitute a sig- 
nificant subsidiary) as of July 14, 1969. Except as otherwise indicated, the voting stock of each com- 
pany which is not indented is wholly owned by the Company, and the voting stock of each company 
which is indented is wholly owned by the company immediately above which is not indented to the 
same degrec: 


; Percentage 
Jurisdiction in of Voting 
Corporation which Incorporated Stock Owned 

Bravo Publishing Co., Inc. New York 
Club Internationale Management Corp. District of Columbia 
Consolidated Collectors, Inc. New York 
D. C. Insurance Agency Limited Ontario 
Diners’ Club (Canada) Limited Canada 
Diners’ Club Equipment Corp. New York 
Diners’ Club Equipment Corporation 

(Canada) Limited Ontario 
Diners’ Club International, Ltd. Canada 

Diners’ Club Argentina, S.A.C. y F. Argentina 76% 
The Diners’ Club Limited England 51% 
Diners’ Financial Corporation New York 
Diners/Fugazy Travel, Inc. Delaware 

Dial-A-Tour, Inc. Delaware 

Diners/Fugazy International, S.r.l. Italy 

Diners/Fugazy Sales Corp. Delaware 

Diners/Fugazy Travel (Canada) Limited Ontario 

SITA World Travel 
(Eastern Canada) Ltd. Ontario 
Diversified Credit Hawaii, Inc. Hawaii 
DQM Corporation Delaware 
Financial Services, Inc. Delaware 
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i Jurisdiction in of Voting 
Corporation which Incorporated Stock Owned 
Fohl Enterprises, Inc. Delaware 
Airport Sales Corporation Delaware 
International Floatéls, Inc. Delaware 
Inter-Service Club Card, Inc. Delaware 50% 
National Account Systems, Inc. Delaware 
A. B. Hartman, Inc. Delaware 
Indianapolis Accounts Services, Inc. Indiana 50% 
NAS cf Oregon, Inc. Delaware 
National Account Systems of 
California, Inc. Delaware 
National Account Systems of 
Florida, Inc. Delaware 
National Account Systems of 
Michigan, Inc. Delaware 
Creditors Service, Inc. Michigan 
Creditors Service National Business 
Division, Inc. Michigan 
California Collection Agency 
of Los Angeles, Inc. California 90%* 
California Collection Agency 
of San Francisco, Inc. California 90% * 
National Account Systems 
of Minnesota, Inc. Minnesota 95 %* 
National Account Systems of 
Milwaukee, Inc. i Wisconsin 
National Account Systems of 
| Ohio, Inc. Delaware 
H National Adjusters, Inc. Colorado 
Retail & Professional Men’s 
Credit Bureau New Jersey 
Waukegan Accounts Service, Inc. Illinois 
Reservations/USA, Inc. Mississippi 
SITA World Travel, Inc. New York 
SITA World Travel (Chicago) Inc. Illinois 
SITA World Travel 
(Eastern Divisicn) Inc. New York 
SITA World Travel 
(Los Angeles) Inc. California 
SITA World Travel 
(Pacific Northwest) Inc. Washington 
SITA World Travel 
(San Francisco) Inc. California 
SITA World Travel 
(Southern Division) Inc. Florida 
SITA World Travel 
(Southwestern Division) Inc. Texas 
Travelco, Inc. Pennsylvania 
Fugazy Philadelphia, Inc. Pennsylvania 


*The balance of the outstanding voting stock is owned by National Account Systems of Michigan, Inc. 


All of the above named subsidiaries which were incorporated and activated prior to April 1, 
1969 are included in the consolidated financial statements filed by the Company. 


Item 28, Franchises and Concessions. 


Nore. 
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Item 29. Indemnification of Directors and Officers. 


As permitted by the New York Business Corporation Law, indemnification of directors and 
officers of the Company is provided for in Article VI of the Company’s By-laws, which reads as 
follows: 


“Any person made a party to any action, suit or proceeding by reason of the fact that he, 
his testator or intestate, is or was a director, officer or employee of the corporation or of any 
corporation which he served as such at the request of the corporation, shall be indemnified by 
the corporation against the reasonable expenses, including attorneys’ fees, actually and neces- 
sarily incurred by him in connection with the defense of such action, suit or proceeding, or in 
connection with any appeal therein, except in relation to matters as to which it shall be 
adjudged in such action, suit or proceeding, that such officer, director or employee is liable 
for negligence or misconduct in the performance of his duties. Any amount payable pursuant 
to this by-law may be determined by vote at a directors’ or shareholders’ meeting, or may be 
determined and paid in accordance with the provisions of the General Corporation Law or 
other law of the State of New York as then in force and effect. The right of indemnification 
provided for in this by-law shall not be deemed exclusive of any rights to which any director, 
officer or employee may be entitled apart from this by-law.” 


In so far as indemnification by the Company of its officers and directors or controlling persons 
for liabilities arising under the Securities Act of 1933, as amended, may be permitted pursuant to 
the foregoing provisions of the New York Business Corporation Law and of the By-laws of the 
Company or otherwise, the Company has been advised that, in the opinion of the Securities and 
Exchange Commission, such indemnification is against public policy as expressed in the Act and 
is therefore unenforceable. In the event that a claim for indemnification (other than the payment 
by the Company of expenses incurred or paid in the successful defense of any action, suit or pro- 
ceeding) is asserted by such officer or director or controlling person for liabilities arising out of 
such Act, in connection with the securities being registered, the Company will, unless the question 
has already been determined by a precedent deemed by its counsel to be controlling, submit to a 
court of appropriate jurisdiction the question whether such indemnification by it is against public 
policy as expressed in the Act and will be governed by the final adjudication of such issue. 


Item 30. Treatment of Proceeds from Stock Being Registered. 


The Company will receive no part of the proceeds of sale of the shares registered hereunder. 


Item 31. (a) Financial Statements: 


age Statements included in the Prospectus: 

Report of Independent Certified Public Accountants. 
Consolidated Statement of Net Earnings for the Five Years Ended March 31, 1969. 
Notes to Consolidated Statement of Net Earnings. 
Consolidated Balance Sheet as at March 31, 1969. 


Consolidated Statement of Additional Paid-In Capital for the Three Years ended March 31, 
1969. 


Consolidated Statement of Earnings Retained in the Business for the Three Years Ended 
March 31, 1969. 


Notes to Consolidated Financial Statements. 


Schedules for the year ended March 31, 1969 included in Part II of the Registration Statement: 


I]—Amounts due from officers for the three years ended March 31, 1969, 
ViI—Intangible assets for the three years ended March 31, 1969. 
IX—Bonds, mortgages and similar debt as at March 31, 1969. 


X11—Reserves for the three years ended March 31, 1969. 


Schedules I, III, 1V, V, VI, VIII, X, XI, XIII, XIV, XV, XVI and XVII are omitted because they 
are not required or do not apply, or the information is set forth in the financial statements or notes 
thereto as permitted by Rules 3.03 and 5.04 of Regulation S-X, 


Financial statements of Registrant have been omitted as it is primarily an operating com- 
pany and all] subsidiaries included in the Consolidated Financial Statements are totally held 
except for two subsidiaries which in the aggregate are not material. The unconsolidated sub- 
sidiaries in the aggregate do not constitute a significant subsidiary. 
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Description 
of Exhibit 
—Agreement dated July 13, 1967 
between the registrant and Na- 
tional Account Systems, Inc. 


—Agreement dated as of Febru- 
ary 28, 1969 amending Exhibit 
2(a). 

—Agreement dated October 10, 
1967 between the registrant and 
Fugazy Travel Bureau, Inc. 


—Agreement dated January 31, 
1968 between the registrant and 
Sidney J. Winer, et al. 


—Agreement dated March 5, 1968 
between the registrant and J.C. 
Dengler (including, as an ex- 
hibit, an employment agree- 
ment between SITA World 
Travel, Inc. and J. C. Dengler). 


—Memorandum of Agreement 
a settlement dated Decem- 

r 17, 1968 among the regis- 
trant, SITA World Travel, Inc. 
and J. C. Dengler (together 
with two related agreements). 


—Agreement dated May 17, 1968 
between National Account Sys- 
tems, Inc. and Archie B. Hart- 
man. 


~—-Agreement and Plan of Reor- 
ganization dated May 27, 1968 
between Travel Internationale, 
Ltd. and the registrant. 


—-Agreement and Plans of Reor- 
ganization dated November 20, 
1968 between National Account 
Systems, Inc. and Paul A. Rus- 
ton. 


—Stock Purchase Agreement 
dated as of March 31, 1969 
among the registrant, Diners’ 
Club International Ltd. and 
Mercantil de Colocaciones, S.A. 


—Restated Certificate of Incorpo- 
ration of the registrant, filed 
September 29, 1955. 


—Certificate of Amendment to 
Certificate of Incorporation of 
the registrant, filed June 5, 1957. 


—Certificate of Amendment to 
to Certificate of Incorporation 
of the registrant, filed June 11, 
1958. 


—Certificate of Change of Ad- 
dress with respect to Certificate 
of Incorporation of the regis- 
trant, filed October 22, 1958. 


TI-5 
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Reference to: 


Registration Statement No. 2- 
11994—-Exhibit 3(a). 


Current Report on Form 8-K for 
June, 1957—-Exhibit D. 


Current Report on Form 8-K for 
June, 1958—Exhibit C. 
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3(a)(7) 


3(b) (1) 


3(b) (2) 


4(a) (1) 


4(a) (2) 


4(a) (3). 


4(b) (1) 


4(b) (2) 
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4(b) (5) 
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Description 

of Exhibit 
—Certificate of Amendment to 
Certificate of Incorporation of 
the registrant, filed June 8, 1959. 


—Certificate of Amendment to 
Certificate of Incorporation of 
the registrant, filed July 9, 1965. 


—Certificate of Amendment to 
Certificate of Incorporation of 
the registrant, filed July 22, 
1969. 


—-By-laws of the registrant as of 
June 30, 1967. 


—Amendments to By-laws of the 
registrant, adopted May 21, 
1969. 


—Specimen certificate for Cor 
mon Stock, $1 par value, cf the 
registrant (less than 100 shares). 


—Specimen certificate for Com- 
mon Stock, $1 par value, of the 
registrant (100 shares). 


—Specimen certificate for Com- 
mon Stock, $1 par value, of the 
registrant (unlimited). 


—Note Agreement between the 
registrant and The Prudential! 
Insurance Company of Ameri 
ca, dated March 24, 1965, as 
amended. 


—Letter agreement dated Sep- 
tember 15, 1966, amending Ex- 
hibit 4(b) (1). 


-—Letter agreement dated Decem- 
ber 18, 1967, amending Exhib't 
4(b) (1). 


—-Letter agreement dated June 
4, 1968, amending Exhibit 
4(b) (1). 


—Letter agreement dated Decem- 
ber 18, 1968, amending Fxhibit 
4(b) (1). 

—Debenture Purchase Agreemep’ 
between the registrant ar) The 
Continental Insurance Cum- 
pany dated Marrh 31, 1967 (re- 
lating to 574% jJusior Sufsurdi- 
nated Convertible Debentures 
due April 1, 1987). 

—Note Purchase Agreszhent be- 
tween the registrant and The 
Continents' Insurance Com- 
pany dated September 27, 1967 
(relating to 634% Junior Su- 
bordinsied Notes due October 
15, 1968). 
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Incorporated by 

Reference to: 
Current Report on Form 8-K for 
June, 1959—Exhibit C. 


Current Report on Form 8-K for 
July, 1969—Exhibit B. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit K. 


Current Report on Form 8-K for 
May, 1969-—Exhibit 1. 


Current Report on Form 8-K for 
Jane, 1966—Exhibit 1. 


Annual Report on Form 10-K for 
the fiscal year ended March 3], 
1968-—Exhibit J 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1968—Exhibit I. 


Annual! Report on Form 10-K for 
the fiscal year ended March 31, 
1968— Exhibit H. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit N. 

Current Report on Form 8-K for 
March, 1967—Exhibit 1. 


Current Report on Form 8-K for 
September, 1967—Exhibit 1. 
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Description 
es 
—Agreement—6% Senior Subor- 
dinated Convertible Debentures 
between the registrant and The 
Continental Insurance Com- 
pany dated January 30, 1968. 


—Agreement—6% Junior Subor- 
dinated Convertible Debentures 
between the registrant and The 
Continental Insurance Com- 
pany dated January 30, 1968. 


—Letter agreement dated March 

21, 1968 amending Exhibits 
4(b) (6), 4(b)(7), 4(b) (8) and 
4(b) (9). 
-Letter agreement dated Jun: 
4, 1968 amending Exhibiis 
4(b)(6), 4(b) (7), 4(b)(8) and 
4(b) (9). 

—Agreement—6% Senior Subor- 
dinated Convertible Debentures 
between the registrant and 
three affiliates of Investors Di- 
versified Services dated March 
1, 1968 (composite conformed 
copy). 

—Letter agreements dated June 
4, 1968 amending Exhibit 
4(b)(12) (three agreements). 


—Leiter agreements dated Janu- 
ary 7, 1969 amending Exhibit 
4(b)(i2) (three agreements). 


—Agreement—6% Junior Subor- 
dinated Convertible Debentures 
dated July 1, 1968 between the 
registrant and The Continental 
Insurance Company. 


—Agreement—6% Senior Subor- 
dinated Convertible Debentures 
dated September 27, 1968 be- 
tween the registrant and The 
Continental Insurance Com- 
pany. 

—Agreement—614% Senior Sub- 
ordinated Convertible Deben- 
tures dated December 23, 1968 
between the registrant and The 
Continental Insurance Com- 
pany. 

—Letter agreement dated Decem- 
ber 24, 1968 amending Exhib- 
its 4(b)(6), 4(b)(8), 4(b) (9), 
4(b)(15), 4(b) (16) and 4(b)- 
(17). 

—Agreement—6%4% Junior Sub- 
ordinated Convertible Deben- 
tures dated March 28, 1969 be- 
tween the registrant and The 
Continental Insurance Com- 


pany. 
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Incorporated by 
Reference to: 
Current Report on Form 8-K for 
January, 1968—Exhibit 1. 


Current Report on Form 8-K for 
January, 1968—Exhibit 2. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit F. 


Current Report on Form 8-K for 
March, 1968—Exhibit 2. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibits O, P and Q. 


Current Report on Form 8-K for 
April, 1969—Exhibits 4B, 4C and 
4D. 


Current Report on Form 8-K for 
July, 1968-—Exhibit 1. 


Current Report on Form 8-K for 
September, 1968—:xhibit 1. 


Current Report on Ferm 8-K for 
Deceraber, 1968—Exhibit 1. 


Annual Report on Form 10-K for 
the fiscal year ended March °;!, 
1969—Exhibit R. 


Current Report on Form 8-K for 
March, 196! ---Exhibit L 
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4(b) (20) 


4(b) (21) 


4(b) (22) 


4(b) (23) 


5(a) (1) 


5(a) (2) 


5(b) (1) 


5(b) (2) 


13(a) 


13(b) 


13(c) 


13(d) 


13(e) 


13(£) 
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Description 
of Exhibit 
—Letter agreement dated Febru- 
ary 28, 1969 with respect to Ex- 
hibit 4(b) (19). 


—Agreement—7% Senior Subor- 
dinated Convertible Debentures 
dated April 30, 1969 between 
the registrant and The Con- 
tinental Insurance Company. 


—Agreement—714% Junior Sub- 
ordinated Convertible Deben- 
tures dated April 30, 1969 be- 
tween the registrant and The 
Continental Insurance Com- 
pany. 

—-Letter agreement dated March 
24, 1969 with respect to Exhib- 
its 4(b)(21) and 4(b) (22). 


—Amended Restricted Stock Op- 
tion Plan of the registrant. 


—Form of agreement under the 
registrant’s Amended Restricted 
Stock Option Plan. 


-—1968 Qualified Stock Option 
Plan of the registrant. 


— Form of agreement under the 
registrant’s 1968 Qualified Stock 
Cption Plan. 


—Opinion of Messrs. Putein, Hays, 
Sklar & Herzberg, dated ...... 
wise navacaealialii™ , 1969 (to be filed 
by amendment). 


--Article VI of the By-laws of 
the registrant. 


Employment agreement dated 
October 10, 1967 between Fu- 
gazy Travel Bureau, Inc. (Dela- 
ware), a wholly-owned subsidi- 
ary of the registrant (“DFT”) 
and William D. Fugazy. 


—Employment agreement dated 
October 10, 1967 between DFT 
and Louis V. Fugazy. 

—Employment agreement dated 
October 10, 1967 between DFT 
and Otto Marx, Jr. 


—Collateral agreement dated Oc- 
tober 10, 1967 between DFT 
and William D. Fugazy. 

—Collateral agreement dated Oc- 
tober 10, 1967 between DFT 
and Louis V. Fugazy. 

—cCollateral agreer:2nt dated Oc- 
tober 10, 1967 between DFT 
and Otto Marx, Jr. 
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Incorporated by 
Reference to: 
Current Report on Form 8-K for 
March, 1969—Exhibit 2. 


Current Report on Form 8-K for 
April, 1969—-Exhibit 1. 


Current Report on Form 8-K for 
April, 1969—-Exhibit 2. 


Current Report on Form &-K for 
April, 1969—Exhibit 3. 


Proxy Statement dated May 29, 
1962, filed pursuant to Regulation 
14A-—-Exhibit A. 


Proxy Statement dated May 3], 
1968, filed pursuant to Regulation 
14A—Exhibit A. 


Item 29. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 


1968—Exhibit N. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1968—Exhibit O. 

Annual Report on Form 10-K for 


the fiscal year ended March 31, 
1968--Exhibit P. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1968—Exhibit Q. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1968—Exhibit R. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1968—-Exhibit S. 


13(g) 


13(h) 


13(4) 


13()) 


13(k) 


13(1) 


13(m) 


13(n) 


13(0) 


13(p) 


13(q) 


13(r) 


13(s) 


13(t) 


13(u) 


A-721 
Description 
——. 
—Agreement among the regis- 
trant, A. Mitchell Liftig, the 
Messrs. Fugazy and Mr. Marx 
dated June 18, 1968, which 
agreement amended Exhibits 
13(a), 13(b) and 13(c). 


Agreement dated September 27, 
1968 among the registrant, DFT, 
F T Ventures, Inc., Mr. Marx, 
the Messrs. Fugazy and A. Mit- 
chell Liftig concerning Exhibits 
13(a), 13(b) and 13(c). 


—Agreement dated October 1, 
1968 among the registrant, DFT 
and William D. Fugazy amend- 
ing Exhibit 13(a). 


—-Agreement dated October 1, 
1968 among the registrant, DFT 
and Louis V. Fugazy amend- 
ing Exhibit 13(b). 


—Agreement dated October 1, 
1968 among the registrant, DFT 
and Otto Marx, Jr. amending 
Exhibit 13(c). 


—Employment agreement dated 
May 19, 1967 between the reg- 
istrant and Thomas A. Hays. 


—Employment agreement dated 
December 18, 1968 between the 
registrant and Thomas A. Hays. 


--Employment agreement dated 
June 29, 1967 between the reg- 
istrant and Philip Adelman. 


Employment agreement dated 
May 19, 1967 between the reg- 
istrant and G. Robert Myers. 


—Executive Incentive Compensa- 
tion Plan of the registrant. 


—Amendment No. 1 to Executive 
Incentive Compensation Plan. 


—-Amendment No. 2 to Executive 
Incentive Compensation Plan. 


—Amendment No. 3 to Executive 
Incentive Compensation Plan. 


— Amendment No. 4 to Executive 
Incentive Compensation Plan. 


—Letter agreement dated Febru- 
ary 3, 1969 between the regis- 
trant and Fugazy Continental, 
Inc. of New York. 
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‘Incorporated by 

Reference to: 
Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1968—Exhibit T 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit W. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969--Exhibit X. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969-—-Exhibit Y. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969-—Exhibit Z. 


Annual Report on Form 10-K for 
the fiscal year ended March 3], 
1968-—Exhibit U. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit S. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit T. 


Annual Report on Form 10-K foi 
the fiscal year ended March 31, 
1969--Exhibit U 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1966—Exhibit E. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1 367—-Exhibit C. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1967—-Exhibit D. 


Annual Report on Form 10-K for 
the fiscal year ended March 31. 
1968—Exhibit L. 


Annual! Report on Form 10-K for 
the fiscal year ended March 31, 
1968—Exhibit M. 


Annual Report on Form 10-K for 
the fiscal year ended March 31, 
1969—Exhibit V. 
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Description Incorporated by 
of Exhibit Reference to: 
13(v) —Letter agreement dated April 1, | Annual Report on Form 10-K for 


1969 among the registrant, Mili- the fiscal year ended March 31, 
tary Purchase System, Inc. and 1969—-Exhibit AA. 
Anthony F. Kopp. 


13(w) —Master Lease Agreement dated oo 
September 5, 1968 between the 
City of Long Beach and DQM 
Corporation (“DQM”). 


13(x) —Agreement dated September 5, —_ 
1968 among Waters-Edge Op- 
erating Corporation, DOM, Wil- 
liam Zeckendorf, Jr., Fred Ros- 
enberg and the registrant. 


13(y) —Sublease Contract dated May 12, -- 
1969 between DQM and Sky 
Chefs, Inc. 


UNDERTAKINGS 


Subject to the terms and conditions of Section 15(d) of the Securities Exchange Act of 1934, 
the undersigned registrant hereby undertakes to file with the Securities and Exchange Commission 
such supplementary and periodic information, documents and reports as may be precribed by any 
rule or regulation of the Commission heretofore or hereafter duly adopted pursuant to authority 
conferred in that section. 
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SIGNATURZS 


Pursuant to the requirements of the Securities Act of 1933, as amended, the registrant has 
duly caused this registration statement to be signed on its behalf by the undersigned, thereunto 
duly authorized, in the City of New York, in the State of New York, on the ............05-- day 


of August, 1969, 


THE DINERS’ CLUB, INC. 


Alfred S. Bloomingdale, Chairman of 
the Board and Chief Executive Officer 


Pursuant to the requirements of the Securities Act of 1933, as amended, this registration state- 
ment has been signed below by the following persons in the capacities indicated below, on the 


Mw ateemacne day of August, 1963, 


Signature 


~Alfred S. Bloomingdale 


~ George Faunce III 


William D. Fugazy 


J. Victor Herd 


Harold E. Johnson 


Anthony F. Kopp 


E. Herrick Low 


David J. Mahoney 


Edwin C. McDonald 


*B 


hd salt al 
Jules T. Asch, Attorney-in-Fact 


* 
riya Chairman of the Board and Chief Executive 
Officer (principal executive officer), and a 
Director 
Senior Executive Vice President—Finance and 
Corporate Planning, Chairman of the Finance 
Committee (principal financial officer), and a 
Director 
Bla . . 
Vice President and Treasurer 
(principal accounting officer) 
s . 
irector 
- * . 
Director 
- ¥, . 
Director 
_ ha . 
Lirector 
—— ba . 
Director 
oe * . 
Director 
ba . 
Director 
im i 
Director 
1 ‘ 
Director 
ae Director 
na i 
Director 
Il-il 
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REPORT AND CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


We consent to the use, in the Registration Statement and related Prospectus relating to the 
egistration, pursuant to the requirements of the Securities Act of 1933, as amended, of shares of 
par value, of The Diners’ Club, Inc., of our Report dated June 6, 1969 (except as 


| 
i 
3, the date of which is July i8, 1969) accompanying the financial statements con- 


Common Stock, $ 
to Notes 1] and 1 


tained in such Registration Statement, and to the use of our name and statements with respect to us, 


under the headings “Consolidated Statement of Net Earnings” and “Experts” in the 


1 te ined the indicated sched- 


ir examination referec 


item 31(a) of 


Registration Statenient, 
1 set forth 


TOUCHE, ROSS, BAILEY & SMART 
Certified Public Accountants 


New York, New York 
August , 1969 


CONSENT OF COUNSEL e 


The consent of Botein, Hays, Sklar & Herzberg is contained in their opinion filed as Exhibit 6 
to the Registration Statement. 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


SCHEDULE II—AMOUNTS DUE FROM DIRECTORS, OFFICERS, AND PRINCIPAL 
HOLDERS OF EQUITY SECURITIES OTHER THAN AFFILIATES 


For the Three Years Ended March 31, 1969 


——ae=ESeuoOoO EEE 


Column A Column B Column C Column D Column E 
Deductions 
= Balance Receivable at 
(1) (2) Close of Period 
Balance Receivable at Amounts Written (1) 2 
Name of Debtor Beginning of Period Additions Of Collections Current Not Current 
a 1! 
~~) 
nN 
YEAR ENDED MARCH 31, 1967 $ - $ ae $ = $ — ~ 
YEAR ENDED MARCH 31, 1968............ $ — $ $ ~ $ = $ —_ 
YEAR ENDED MARCH 3}, 1969: 
Anthony F. Kopp. er aes aon $ — $ 80,000 
n 
is} 
i 
iJ 
a 
& 
® 
~ 
— 


Schedule VII 


THE DINERS’ CLUB, iNC. AND CONSOLIDATED SUBSIDIARIES 


SCHEDULE VII~—INTANGIBLE ASSETS 
For the Three Years Ended March 31, 1969 


Column A Column B ! Column E 


Deductions 
qQ) (2) 
Charged to Charged to Other Changes— 
Balance at Additions Profit and Other Debit and/or Balance at 
Beginning at Cost— Loss or Accounts— Credit—* Close of 
Description of Period Describe Income Describe Describe Period 


YEAR ENDED MARCH 31, 1967: 
Mailing lists, plates, goodwill and other intangibles 
CSRERALOIE) otto. siciece om aierectios Pele $ 4,275,¢ ~ - o- : $ 4,275,000 
Goede ans cater emcee 238,000 2,070,000(A) - 124,000(B) - 2,184,000 


$2,070,000 - $124,000 ~~ $ 6,459,000 
YEAR ENDED MARCH 31, 1968: 
Mailing lists, plates, goodwill and other intangibles 
(Sheraton) Sta cekzsiies, sv aviashe fe sew are le mae tests 275, $ — $ - 
Goodwill hg Aeros Phe OC 6,831,000 914,000(C) 


$6,831,000 


$914,000 


YEAR ENDED MARCH 31, 1969: 


Mailing lists, plates, goodwill and other intangibles 
(Sheraton) Paks: .s+s $4,275,000 $ - - - $ 4,275,000 
Goodwill cree sara atone Be 8,091,000 2,237,000 - ~ 10,208,000 


12,36 D $2,257,000 


A) Additions to reflict companies acquired on a pooling of interests, and the consolidation of foreign subsidiaries. 
7 Pp 


(B ‘rite-off arising from utilization of net operating loss carry-over of Bravo Publishin Co., Inc. arising prior 
6 & D 


date of acquisition 
C)_Write-off resulting from offset against a liability due parent prior to date of acquisition Tein 26,000 
8 " 


Total expected tax benefit from write-off of collection agency file offset against a liability account 706,000 
Reclassified to investment and advances ... ‘ : sere ey re ee renee ae 182,000 
$914,000 


$.2 
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Schedule IX 
THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


SCHEDULE IX—BONDS, MORTGAGES AND SIMILAR DEBT 


March 31, 1969 


Column B Column C Column D Column E Column F Column H 


Amount Included in Column C Amount Held by Affiliates for Which 


Which Is Amount Statements Are Filed He:- with \ 
pan Co oe es | SACU OG Seb Si Tee eae nin amine 


Sum Extended 
Under Caption 
qd) (2) “Bonds, Amouat in a) (2) 
Mortgages Sinking and 
Amount Held by or Not held by and Similar Other Special Amount Persons 
Amount Issued and for Account or for Account Debt” in Funds of Piedged by Included in 
Name of Issue and Title Authorized Not Retired of Issuer of Issuer Related Issuer Issuer Consolidated 
of Each Issue by Indenture or Cancelled Thereof Thereof Balance Sheet Tl sreof Thereof Statement 


THE DINERS’ CLUB, INC.: 


5.125% Senior note....... $10,006,000 $10,000,000 $10,000,000 $10,000,000 


6s 25% Promissory notes......... 2,500,000 2,000,000 - 2,000,000 1,500,000(A) 


6% Senior Sub. Conv, 2..0.5..05. 2,000,000 2,000,000 2,000, 2,000,000 
6% Senior Sub. Conv. . ; 1,250,000 1,250,000 B 1,250,000 
6% Junior Sub. . 1,250,009 1,250,000 - 1,250,000 
6% Sensor Sub. Conv. ...... <2; $,000,000 §.000,000 5,000, 5,000,000 
6.25% Junior Sub. Conv. ........ 2,500,000 2,500,000 = : 2,500,000 
6% Junior Sub. Conv. .,..... ae 2,500,000 ), 2,500 2,502,000 

1,250,000 ,250,0 1.250,000 1,250,000 


773,000 423,000/(B) 


$28,523,000 - $28,523,000 $27,673,000 


{A) Does not include $500,000 shown under current liabilities. 


(8) Does not include $350,000 shown under current liabilities 
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THE DINERS’ CLUB, INC. AND CONSOLIDATED SUBSIDIARIES 


SCHEDULE XII — RESERVES 
For the Three Years Ended Te 31, 1969 


Schedule XII 


Column A Column B Column C 
Additions. : 
(1) (2) 
Balance at ° Charged to Charged to 
beginning profit andloss other accounts 
Descnption of period or income —describe 
YEAR ENDED MARCH 3}, 1967: 
Reserve for Doubtful Accounts: 
Cardholder Receivables .....+.5+++: ni Sy da aNd $3,267,000 $5,691,000 ¢ |) — 
Accounts Receivable—Other Operations.....-.+ pea save tel 
$3,267 000 $5,691,000 $ —- 
‘nance and Factoring Operations... 1AR6 090 63,000 Eas 
Other Receivables .. sacmeelaola thd og Bintely a — resis 
gz i 
YEAR ENDED MARCH 31, 1968 
Reserve for Doubtful Accounts: 
' 18) : { $ 8,000 (A) ) 
Cardholder Receivables y aio rah $4,261 000 $8,624,000 1 (67,000) (B) { 
1 ‘ { 15,000 (A) 
Accounts Receivable--Other Opera Ions 9 eit 48,000 t (20,000) (B) i 
$4,261 000 $8,672,000 $(64,000) 
nance and Factoring Operations.... Healt cy 612,000 105,000 67,000 (B) 
ycher Receivables sro aC Ase eg — — 20,000 (B) 
$4,873,000 $8,777,000 $ 23,000 


YEAR ENDED MARCH,31, 1969 


Reserve for Doubtful Accounts 


Cardholder Recdivablés:)) isi. cia ceeice os ees oes $5,482,000 $9,034,000 $ 
Ac is Receivable--Other Operations....... 43,000 290,000 a 
$5,525,000 $9,334,000 $ — 
Finance and Factoring Operations.... 125,000 
Other Receivables i000. sees Been egials 275,000 _ 
$9,734,000 


(A) Reserves of companies acquired during the years. 
(B) Reclassification of accounts. 


(C) Uncollectible accounts written-off, less recoveries 
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Column D 


Deductions 
from reserves 
—describe(C) 


$4,697,000 


$4,697,000 
537,000 


Column E 


Balance 
at close 
of period 


$4,261,000 


$4,261,000 


617,000 


$7,344,000 


$7 344,000 
562,000 


$7 906,000 


$8,054,000 


$5,482,000 


43,000 
$5,525,000 
222,000 

20,000 


67 ,000 


$6,452,000 


1,000 342,000 
$8,055,000 $6,804,000 

84,000 263,000 
$8,139,000 


¥ 


MINC?/ ANNUALIR 
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The Diners’ Club, Inc. 
Annual Report a’ 


Year Ended March 31, 1969 


Contents 


2 Directors and Officers 

4 Chairman’s Letter to Shareholders 

7 Credit Card Division 

12 Collection Agencies Division 

13 Travel Division 

14 Queen Mary Project 

15 International Floatels 

16 Consolidated Balance Sheet 

18 Consolidated Statement of Net Earnings 


19 Consolidated Statements of Additional Paid-in Capital 
and Earnings Retained in the Business 


20 Notes to Financial Statements 
i 23 Report of Certified Public Accountants 
i 24 Five Year Summary of Earnings 
24 Consolidated Statement of Working Funds 


Directors 


Alfred S. Bloomingdale 


Chairman of the Board 
and Chief Executive Officer of the Company 


Jules T. Asch 

Senior Executive Vice President—Finance 

and Corporate Planning and 

Chairman of the Finance 

Committee of the Company 

H. Huber Boscowitz 

New York Sales Manager, F. N. Burt Company, Inc. 


Peter Colefax 


Retired; Honorary Chairman of the Board and 
Director and consultant, American Potash & 


George Faunce III 

President of the Company, Chairman of the Board, 
Afco Credit Corporation 

William D. Fugazy 

President of Diners/Fugazy Travel, Inc. 


Covington Hardee 
Partner, Clark, Carr & Ellis, attorneys 


J. Victor Herd 


Chairman of tne Board and Chief Executive Officer, 
The Continental insurance Company 


Harold E. Johnson 


Executive Vice President, The Continental 
tnsurance Company 


Anthony F. Kopp 


President, Credit Card Division of the Company 


E. Herrick Low 


Vice Chairman of the Board, 
United California Bank 


David Mahoney 
President and Director, Norton Simen, inc 


Edwin C. McDonald 

Chairman of the Board, Royal Bank of Canada Trust 
Co., New York, and Senior Director 

and Vice President, Royal Sank of Canada 


Alfred S. Bloomingdale 


Edwin C. McDonald Peter Colefax 
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William D. Fugaz Anthony F. Kopp 


George Faunce III 


J. Victor Herd 


Covington Hardee 


E. Herrick Low 


Jules T. Asch 


Harold E. Johnson 
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Alfred S. Bloomingdale 
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George Faunce II! 
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Anthony F. Kopp 
President, Credit Card Division 


Jules T. Asch 

Senior Executive Vice President, Finance and 
Corporate Planning and Chairman of the 
Finance Committee 
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Philip Adelman 
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Secretary 


Seymour Flug 
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John G. Regan 

Senior Vice President, Operations 
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Senior Vice President, Marketing 
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yon 


3 


Vice President, Member Serv 


Alphonse Del 


ce President, Persor 


Kenneth Griffis 


Vice President, Administration (Los Angeles) 


John O'Toole 


Vice President, Security 


Joel L. Saphir 
Vice President, Research 


John Yula 
Vice President, Data Processing 


Robert A. Maresca 
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Alan L. Gordon 
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Alfred S. Bloomingdale, Chairman of the Board 
and Chief Executive Officer 


To the Shareholders 


The volume of our business and revenues 
increased to record high levels in the 
fiscal year ended March 31, 1969, but 

net earnings declined sharply, as shown 

in the summary of earnings (page 5). 

Net earnings for the year were $913,724 
before extraordinary items and 
$1,480,879 after such items, compared 
with net earnings of $2,444,566 (restated) 
and $3,014,231 (as reported) for the 
previous fiscal year. After applicable 
income taxes, extraordinary items in 

fiscal 1969 amounted to $567,155, 
consisting of net gains of $445,155, 
$16,000 and $106,000, respectively, from 
the sale of a 51% interest in Diners Club 
of Venezuela, the sale of a 24% interest in 
Diners Club of Argentina and the sale 

of the Wayfarers Club. 


Net earnings before extraordinary items 
were affected adversely in fiscal 1969 
by rising costs and by problems incident 
to the assimilation of a relatively large 
number of acquisitions in a short period. 
Operating costs rose materially and 
there were subsicntial increases in the 


promotion and advertising expenses of the 
Credit Card Division and the Travel 
Division, including Club Internationale. 
Short-term borrowings and long-term 

debt increased considerably, primarily 

as a result of additional financial 
requirements relative to the continuing 


' 


| 


| 
| 
| 


growth in our credit card volume. Unfortunately, ' 


the large increases in borrowings occurred 
during a period of extremely tight money 
market conditions, thereby producing a Sharp 
rise in our interest expense. As a percentage 
of credit card volume, the provision for 
doubtful accounts receivable in fiscal 
1969 was lower than the previcus year. 
However, the provision was higher than 
anticipated and included a substantial 
year-end adjustment which was added 

to operating expenses. Operating 

results of the Travel Division were 
affected by reductions in revenues and 
increases in expenses involved in the 
suspension of Diners/Fugazy 

steamship agency sales and by large 
increases in the promotional and other 
expenses of Club Internationale, including 
the costs of newly opened offices. The 
results of the Collection Agencies Division 
reflected additional expenses for 

systems conversions in connection with 
integrating the operations of acquired 
companies. 


The volume of our Credit Card Division, 
including custom credit card subsidiaries, 
reached a new record fevel of 
$528,955,000 in fiscal 1969 and 
increased 23% over the previous year. 

In addition, charge volume incurred by 
foreign Diners Club cardholders outside 
the United States and Canada amounted 
to approximately $190,000,000 and 
increased 34% over the prior year. These 
substantial gains in volume are indicative 
of the vitality of our credit card business. 


Our international coverage has been augmented | 


as a result of recently completed 
negotiations whereby Diners Club is the 


SUMMARY OF EARNINGS 


Net Earnings before extraordinary items and before con- 
solidation of foreign subsidiaries and pooling effect of 


certain companies acquired... 


Net Earnings of foreign subsidiaries 


Net Earnings (or Losses) of certain companies acquired 


on a pooling of interests basis 
Net Earnings before Extraordinary Items 
Extraordinary Iterrs net of applicable taxes 
Net Earnings 


Earnings per Common Share(b): 
Before Extraordinary Items 
Extraordinary Items 
After Extraordinary Items 


Average Number of Shares Outstanding 


Fiscal Years Ended March 31, 


1968 1968 
1969 Restated(a) As Reported 


$ 718,406 $3,014,231 $3,014,231 


25,305 —_ 


(52,123) _ (594,970) aR 


$ 913,724 $2,444,566 $3,014,231 


567,155 = - 


$1,480,879 $2,444,566 


$1.25 $1.60(c) 


$1:25 $1.60(c) 


1,954 


2,084,949 


(a) After consolidation of foreign subsidiaries not consolidated in prior years anc after including pre-acquisition opera- 
tions of certain companies accounted for on a pooling of interests basis. 


(b) Gased on average shares outstanding. 


(c) Adjusted for stock dividends. 


first credit card authorized for use within 
the U.S.S.R. In connection with our 
investments in foreign Diners Club 
ranchises and affiliates, we recently sold a 
nterest 'n Venezuela, and during 


3 


am 


1elux and Asia and increased 
ent in France. 


ow 


bruary we announced an exciting 
cept involving waterborne hotels 
otels which has been developed 
y our Subsidiary, International Floatels, Inc 
This new Floatels system, described 
more fully iater in this report, is being 
marketed on a franchise basis 
and has aroused considerable interest 
in the hotel-motel industry. 


Through a subsidiary, DQM Corporation, 
we hold the master lease for the 
development of commercial space aboard 
the Queen Mary which is owned by the 
City of Long Beach, California. We have 
recently executed a major sub-lease 

for the operation of the hotel, restaurant 
and convention facilities aboard the 
Queen Mary by Sky Chefs, Inc., a 


ed ownership interests in Spain, 


subsidiary of American Airlines, Inc. 

In connection with this sub-lease, it should 
be pointed out, however, that the Company 
and others are defendants in pending 
litigation to which reference is made in 
note 11 to the accompanying 

financial statements 


During the two fisca! years ended 
March 31, 1969, the Company has 
invested in a project for the 
lopment of an automated 
ervations system for hotels, 
tels and auto rentals. The first 
system has been 
essentially completed and is 
operational. Completion of all 
stages of this project would require 
a substantial additional investment and, 
since the Company is not willing 
to make such additional investment, 
it is currently negotiating to sell 
the system. [In the opinion of 
management, such prospective sale 
will not result in any material loss 
to the Company. Accordingly, costs 


incurred in connection with the 
development of the system, amounting 
to $1,644,509 at March 31, 1969, 

are carried as an investment on 

the Company's balance sheet. 
Reference is made to note 3 to the 
accompanying financial statements. 


During the fiscal year ended March 31, 
1969, we sold to The Continental 
Insurance Company, $11,250,000 
principal amount of long-term 
subordinated convertible debentures 
and 37,87° shares of common stock for 
aggregate net proceeds of approximately 
$12,500,000. Of this financing, 
$2,500,000 is subject to ratification 

by shareholders at the forth: coming annual 
meeting. In addition, since March 31, 
1969, we have sold to Continental 
$5,000,000 principal amount of 
long-term subordinated convertible 
debentures and 181,819 shares 

of common stock for aggregate net 
proceeds of approximately $10,000,000, 
subject to ratification by sharehoiders. 


At the Board of Directors meeting of 

June 6, 1969, a regular quarterly cash 
dividend of 124% cents per share was 
declared payable June 25, 1969 to 
shareholders of record June 16, 1969. No 
action was taken with respect to the 
declaration of a dividend payable 

in common stock. 


The following changes have been made 

in executive management. William 

D. Fugazy resigned as President of the 
Company on February 21, 1969 to 

devote his full time to the Travel Division 
as President of Diners/Fugazy Travel, 

Inc. Mr. Fugazy continues as a Director of 
Diners Club. On March 25, 1969, 

George Faunce lil was elected President 
of the Company. Mr. Faunce was formerly 
President of Afco Credit Corporation and 
is now Chairman of the Board of that 
company. Mr. Faunce has beena 

Director of Diners Club since 1967. 
Anthony F. Kopp was elected President— 


Credit Card Division as of March 25, 
1969. Mr. Kopp continues as a Director 
of Diners Club and President of Financial 
Services, !nc., a wholly-owned 
subsidiary. Jules T. Asch was elected 
Senior Executive Vice President— 
Finance and Corporate Planning on 
December 18, 1968. Mr. Asch continues 
as a Director of Diners Club and 
Chairman of the Finance Committee. , 


Our acquisition program involving 
collection agencies and travel businesses 
has been largely completed and no 
additional major acquisitions are 
contemplated at this time. Our entry into 
the travel field is a natural extension 

of our credit card business which 

has expanded the scope of our 

operations and provides important travel 
facilities for our cardholders. Similarly, 
the development of our national 

network of collection agencies represents 
diversification into a field closely related 
to our current operations. While 
problems have been encountered in 
connection with the assimilation of a 
relatively large number of acquisitions, 
considerable progress is being made in 
integrating the operations and marketing 
efforts of various acquired companies. 


The prospects remai» bright for further 
substantial growth in our credit card, 
travel and collection agency businesses. 
Management is confident that in the 
year ahead, significant improvements 
wi'l be effected in the systems, 

services and profit margins 

of all of our operating divisions. 


Respectfully submitted, 


| Sen 


Alfred S. Bloomingdale 
Chairman of the Board 
and Chief Executive Officer 


June 16, 1969 
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Credit 
Card 
Division 


The volume of charges processed by the 
Credit Card Division, including custom 
credit card subsidiaries, reached a new 
high level in fisca! 1969 and amounted to 
$528,955,000. This was 23% higher 
than the $430,938,000 reported for 
fiscal 1968. These totals do not include 
charges incurred outside the United 
States and Canada by holders of cards 
issued by Diners Club foreign franchises 
and foreign subsidiaries. The volume 

of such charges in the past fiscal 

year amotinted to approximately 
$190,000,690 which was 34% higher 
than the previous year. 


DINERS CLUB OPERATIONS 
International Coverage 

During the year, we continued to 
expand the world-wide coverage of 
Diners Club charge facilities and 
maintained our position of leadership 
in foreign markets. The truly 
international nature of the Diners 

Club Credit Card is evidenced by the fact 
that it is now honored in more than 

150 foreign countries and territories 
(see pages 10 and 11). Negotiations 
have just been completed whereby 
Diners Club is the first credit card 
authorized for use within the U.S.S.R. 
Our card is now accepted at the !ntourist 
facilities in Moscow, including 

Intourist hotels, restaurants, 
sightseeing and car rentals. Itis 
expected that Diners Club charge 
facilities will be extended to other major 
cities in the U.S.S.R. 

Above: Video display units for 

credit authorization, Diners Club, New York 


Left: Computer room; Financial 
Services, Philadelphie 


Sesew 
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Diners Direct Credit Plan 


In March of this year, the Diners Direct 
Credit Plan was launched, offering 
unsecured loans ranging from $2,000 to 
$25,000 toDiners Club cardholders in 
good standing, upon submission of 
satisfactory credit applications. This 
program represents a new and valuable 
service for our cardholders. A unique 
feature of the plan is that all transactions 
are handled by mail. The plan was 
developed in co-operation with Associates 
Investment Company, a major financial 
institution, and isoperated by a 
subsidiary of Associates which makes the 
loans and assumes the responsibilities 

for credit approvals, collections and 
accounting. Diners Club is responsible for 
promotion of the plan to cardholders. 

It is contemplated that we will be 
reimbursed for the costs of the initial 
promotions and that we will receive 
additional advertising revenues for the 
cu ‘tinued promotion of the plan. Diners 
Club is not required to invest capital 

in loan receivables generated by the 
plan and is not subject to credit loss 
exposure. Results of the initia! promotion 
mailings indicate considerable cardholder 
interest in the Diners Direct Credit Plan. 


Last year, 2 concluded arrangements 
with American Oil Company, a major 
subsidiary of Standard Oi] Company 
(Indiana), for the joint sponsorship by 
Diners Club and American Oil of the 
new American Torch Club travel and 
entertainment credit card. American 
Torch Club memberships are being 
offered to selected holders of American 
and Standard gasoline service credit 
cards. An annual fee is charged for the 


Torch Club card and it is honored at 
Diners Club domestic and international 
establishments. Under this program, 
American Oil is responsible for promotion, 
credit investigation, collections and 
billing, while Diners Club is responsible 
for receiving charges from and making 
payments to member establishments, 
processing charges prior to billing and 
processing establishment requests for 
credit authorization. We receive a share 
of the annual American Torch Club 
membership fees and a share of the 
discount income from the charge volume 
of American Torch Club cardholders at 
Diners Club establishments. Initial 
promotion of the program by the 
American Oil Company began last October 
and the results to date have been 
gratifying. 


FINANCIAL SERVICES, INC. OPERATIONS | 
Credit Control System 


Our subsidiary, Financial Services, Inc. is 
a pioneer and leader in the operation of 
custom (private label) credit card 
programs for retailers, airlines and 
banks, Early in 1968, Financial Services 
completed th. development of a new 
on-line, real-time computerized 

system providing positive credit 
authorization and control for credit 

sales inquiries. Through the use of a } 
simple touch-tone telephone unit at 

the point of sale, a credit inquiry is 
communicated to a central computer and 
positive voice response to authorize or 
reject the credit is generated in 
microseconds. The new system, which 
is fully operational, has the advartages 
of speed and simplicity and is designed 
to reduce credit losses from over-limit 
transactions as well as losses from the 
fraudulent use of credit cards. Moreover, 
Financial Services’ credit control system 
is readily adaptable to prospective 
technological developments in data 
recording and data communications. 
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Ford Credit Card Plan 


Arrangements have been completed for 
the operation by Financial Services of a 
new Ford credit card plan, and early in 
April the Ford Motor Company announced 
that the plan had been launched on a 
test basis with dealers in Atlanta and 
Port'and, Ore. Under the plan, 
cardholders may charge at Ford, Mercury 
and Lincoln dealers for maintenance, 
parts, accessories and other services, 
with extended payment privileges up to 
twenty four months. Cardholders may not, 
however, charge for purchases of new or 
used vehicles. The plan will also be 
tested with dealers in New York City and 
Newark, N. J. and is expected to be 
extended to other areas in the near 
future. 

Inter-Service Club Card 

In April of this year, Diners Club and 
Military Purchase System Inc. entered 
into an agreement for the joint ownership, 
financing and operation of Inter-Service 
Club Card, Inc. This corporation has been 
established to operate a world-wide 

credit card charge and billing 

program for United States officers’ 

and non-commissioned officers’ clubs 

in the five branches of military service. 
Financial Services, Inc. will 

provide Inter-Service with data processing 
and related services, including certain 
financing in conn nN with the program 
Several military clubs have executed 
agreements to participate in the 

program and operations are 

expected to commence in July. 


Tape to tape data transmission, 
Financial Services, Philadelphia 


Financial Services Programs 
for Bank Credit Cards 


Pursuant to arrangements which became 
effective in April, 1969, Financial 
Services performs various operations 

on a service bureau basis for the credit 
card program of the Security Trust 
Company of Rochester, N. Y. These 
services include credit card issuance, 
processing of charges and related data 
processing and accounting functions. In 
addition, this prorram utilizes the 
computerized credit authorization control 
system developed 2nd operated by 
Financial Servic Under the arrangements, 
Financial Services has no credit 

loss exposure and has no investment 

in accounts receivable. 


Financial Services also services credit 
card programs for the Bank of Delaware, 
Wilmington, Del., the Trenton Trust 
Company, Trenton, N. J. and other banks. 
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World-Wide Covera 


UNITED STATES 
CANADA 


CARIBBEAN 
Antigua 

Aruba 

Bahamas 

Barbados 

Bermuda 

Bonaire 

Curacao 

Dominica 
Dominican Republic 


Grand Cayman 
Grenada 
Guadeloupe 
Haiti 

Jamaica 
Martinique 
Puerto Rico 
Saint Augustin 
Saint Martin 
Santa Lucia 
Tobago 
Trinidad 
Virgin Islands 


Ly 
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ge of Diner 


CENTRAL 
AMERICA 
& MEXICO 


British 
Honduras 
Costa Rica 
El Salvador 
Guatemala 
Honduras 
Mexico 
Nicaragua 
Panama 


SOUTH 
AMERICA 


Argentina 
Bolivia 

Brazil 

Chile 
Colombia 
Ecuador 
French Guiana 
Guyana 
Paraguay 

Peru 


Surinam 
Uruguay 
Venezuela 


EUROPE 


Andorra 

Austria 

Azores 

Balearic Islands 
Belgium 
Bulgaria 

Canary Islands 


- 


Channel Islands 
Corsica 

Cyprus 
Czechoslovakia 
Denmark 
Finland 

France 
Germany 
Gibraltar 

Great Britain 
Greece 
Hungary 
Iceland 


s Club Credit Card Charge Facilities 


Ireland 

Italy 
Liechtenstein 
Luxembourg 
Madeira 
Malta 
Monaco 
Netherlands 
Norway 
Poland 
Portugal 
Rumania 
Scotland 


Spain 
Sweden 
Switzerland 
Turkey 
U.S.S.R. 
Wales 
Yugoslavia 


NORTHER|A 
AFRICA 


Algeria 
Egypt 


° 


me 


Libya 
Morocco 
Tunisia 


DCCIDENTAL 


Togo Gabon 
AFRICA Volta Republic of Congo 
Dahomey . 
Bhana = SOUTHERN 
wory Coast Teck AFRICA 
—iberia Mozambique 
Mali Burund! Rhodesia 
Mauritania Chad & South Africa 
% 
‘el 
\ “ik TOSURIS A) TRCOCRORUATRCNRRra NRRTYSSREA cat enaRsorer nnn nen 


Niger 


Nigerian 


Republic 


Senegal 


Sierra Leone 


EQUATORIAL 
AFRICA 
Cameroon 


Central African Rep. 


Congo (Brazzaville) 
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ORIENTAL 
AFRICA 


Angola 

Ethiopia 

Kenya 

Malagasy Republic 
Malawi 

Mauritius 
Reunion 

Somalia 

Somali Coast 
Tanzania 


Uganda 
Zambia 


MIODLE EAST 
Bahrain 

iran 

traq 

Israel 

Jordan 

Kuwait 
Lebanon 
Saudi Arabia 
Syria 


FAR EAST 
Ceylon 
Hong Kong 
India 

Japan 

Laos 

Macao 
Malaysia 
Nepal 

New Guinea 
Okinawa 
Pakistan 
Philippines Republic 


BEST GOPY AVAILABLE 


Singapore 
South Korea 
South Vietnam 
Taiwan 
Thailand 


SOUTH PACIFIC 
Australia 

Fiji Islands 
Guam 

New Caledonia 
New Zealand 
Tahiti 


VW 
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Collection 
Agencies 
Division 
Additional Acquisitions 


Our position in the collection agency 
industry was expanded substantially 
during the past fiscal year. Following 
our acquisitions during fiscal 1968 

of National Account Systems, Inc. 
(Chicago), Stores Collection Bureau 

of Los Angeles, Inc., and Creditors 
Service, Inc. (Detroit), we acquired 
several additional collection agencies 
during the past fiscal year. These 
include A, B. Hartman, Inc. (New York), 
R. B. Bernstein and Associates, Inc. 
(Cleveland), Retail and Professional 
Men's Credit Bureau (Paterson, N. J.) 
and National Adjusters, Inc., and 
affiliated companies (operating in 
Colorado, New Mexico, Utah and Texas). 
We also acquired six smaller 

collection agencies in major cities. 
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Largest Collection Service 


Our Collection Agencies Division now 
comprises the world’s largest collection 
service with a nationwide network 

of 64 offices currently processing 
approximately $125,000,000 annually 
in listed collection accounts for a 

wide variety of clients, including 
petroleum companies, utilities, retailers, 
banks, hospitals, airlines, temporary 
help services and many others. 


New Division Headquarters 


In December, 1968, the principal office 
of National Account Systems, Inc., which 
serves as divisional headquarters, was 
expanded and relocated in 30,000 
squar? feet of modern office space in 
Chicago. The centralized computer 
facilities at divisional headquarters were 
converted to “‘third generation” 
equipment during the past fiscal year 

in order to provide for greater capacity 
and speed in the production of 
computerized statistical and other 
reports for clients. The design and 
timely production of such reports 

is a distinctive service feature 

of our collection agency operations. 


New Offices and Franchise Program 


During fiscal 1969, seven new 
company-owned offices of National 
Account Systems were opened in major 
marketing areas. In addition, in 
November, we launched a new franchise 
program whereby qualified collection 
agencies may join National Account 
Systems as frarichised members in cities 
with populations of 40,000 to 400,000. 
The results of this program to date 

have been gratifying and franchise 


Key Punch Section, National 
Account Systems, Inc., Chicago 


A-742 


arrangements have already been 
completed for fifteen franchise 
offices operating in seven states. 


Systems Conversions of 
Companies Acquired 


The completion of a relatively 
large number of acquisitions in a short 
period has required considerable 


systems conversions in order to | 


effectively integrate acquired companies 
into the Collection Agencies Division. 


Travel 
Division 
General Comments 


Our entry into the travel field is a natural 
extension of our credit card business 
which not only broadens the scope of our 
operations, but provides important 

travel facilities for Diners Club 
cardholders. The major components 

of our Travel Division are Diners/Fugazy 
Travel, Inc., Sita World Travel, Inc., 

and Club Internationale Management Corp. 
During the past fiscal year, operating 
results of the Travel Division were 
affected adversely by a number of factors, 
including substantial increases in 
promotion, advertising and operating 
expenses, reductions of revenues 

and additional costs involved in the 


suspension of steamship sales \ 


agency arrangements and the expenses 
of opening new facilities and integrating 


Diners/Fugazy Travel, Inc. 


various operations. In the year ahead, we 
expect to make substantial progress in 
developing better co-ordination of 
marketing efforts and improvements 

in operating expense controls. 


New Diners/Fugazy Travel Office 
a1 417 Park Avenue, New York City 


Diners/Fugazy Travel, Inc. (formerly 
Fugazy Travel Bureau, Inc.) was acquired 
by Diners Club in October, 1967. 
Established in 1870, this business is 

the world’s third largest travel 
organization and offers general and 
commercial travel at the retail 

and wholesale levels, group and 
incentive travel and package tours. 


The retail travel business is conducted 
p marily through licensed franchises 
located throughout the United States, in 
Canada and in other foreign countries. 
During fiscal 1. 59, substantial progress 
was made in our franchise program 

and 80 new franchises were sold, 
including 8 covering foreign areas 

other than Canada. There are now 12 
travel offices in operation of which 

115 are franchised. In addition, 30 
franchised offices are to be opened 
shortly, pursuant to existing arrangements. 


Diners/Fugazy is also a leader in creating 
group and incentive travel and 
merchandise prograiis for major 
corporations and other organizations. 
These programs are used extensively by 
business and industry as awards for 


13 


A-743 


dealers, distributors and sales 
personnel. The growth and operating 
results of our group and incentive 
travel department have been gratifying. 


Activities of Diners/Fugazy as general 
sales agents for passenger steamships 
have been suspended as a 

result of the withdrawal from se: vice 

of the S.S. Independence in December, 
1968 because of labor difficulties 

and the subsequent withdrawal of the 
S.S. Caribia in March, 1969 due to 
mechanical damage requiring major 
repairs. Plans are being explored for the 
reactivation of the S.S. Caribia and the 
resumption of our sales agency activities. 


Wholesale Travel Operations 


Our wholesale travel operations are 
conducted principaily through Sita World 
Travel, Inc., acquired in April, 1968, 

and Dial-A-Tour, which was included in 
the original acquisition of Fugazy Travel 
Bureau, Inc. These companies create 
package tours for sale by retail travel 
agents. Sita operates 28 offices, 
including locations in Europe, Asia, Africa 
and the Far East, while Dial-A-Tour 
specializes in tours to the 

Caribbean, Miami and Mexico areas. 
Efforts are being made to improve 
marketing and to integrate the operations 
of widely scattered branch offices. 


Club Internationale 


Through a subsidiary, Club Internationale 
Management Corp., the business of 
which we acquired in June, 1968, 

we manage the operations of Club 
Internationale under a service contract 
and savings fund agreement. Club 
Internationale, a pioneer in the vacation 
savings club field, is organized into 


48 chapters throughout the 

United States of which 28 are franchised 
and 20 are company-owned chapters 
opened during the latter half of the 

past fiscal year. Large increases 

in promotion and other expenses 

and the costs of newly opened 

offices had material adverse 

effects on the operating results of Club 
Internationale Management Corp. 


Queen Mary 
Project 


During the past year our subsidiary, 

DQM Corporation, entered into a master 
lease with the City of Long Beach, 
California, covering the commercial space 
on the Queen Mary. On the basis of 
present estimates, it is expected that the 
project will be completed and become 
operational in the summer of 1970. 

Under the master lease, we are making 
extensive modifications and renovations 
to provide for a 411 room hotel, a variety 
of restaurants and cocktail lounges, retail 
shops, a convention center and other 
related facilities. We have already 
completed arrangements for sub-leasing 
the bulk of the retail shopping 

space. We recently executed 

a sub-lease with Sky Chefs, Inc., a 
subsidiary of American Airlines, Inc., 
which will operate the hotel, food and 
beverage, banquet and convention 
facilities. The sub-lease with this prime 
tenant is a development of major 
importance which augurs well for the future 
success of the Queen Mary project 

as a major tourist and convention 

center. It should be pointed out, however, 
that in connection with this sub-lease, 

the Company and others have been 
named as defendants in pending litigation 
referred to in note 11 to the 
accompanying financial statements. 


Artist's Rendering of 
Fisatei Installation 


International 
Floatels 


In February of this year, following 
research and feasibility studies conducted 
over a period of some nine mont'.s, we 
announced an exciting new concept 

of waterborne hotels and motels to be 
constructed on floating hulls. This new 
“Floatels’’ system, developed by our 
subsidiary, International Floatels, Inc., 
will be marketed on a franchise basis 

in the United States and in foreign 
territories. International Floatels 

has made arrangements for the 
construction of the floating units by 

two prominent houseboat building firms. 


The Floatels system involves 
pre-fabricatec tioating hulls of various 
types and sizes which will be moored to 
specially designed and engineered piers. 
The hulls will include 60-foot stationary 
houseboat units with four to six hotel 
rooms each, smaller motorized houseboat 
units accommodating four to six 

people and larger floating central 

units containing restaurants, cocktail 
lounges, swimming pools, reception 
areas, managers’ offices and other 
facilities. The Floatel configuration is 
modular and will afford great flexibility 


A-744 


to meet various specific needs for 
accommodations and services. The 
pier system has been designed by 
marine and hydraulics engineers 

in consultation with marine insurers. 


Underlying the Floatels concept is the 
growing need for additional hotel-motel 
accommodations in key vacation centers, 
including Florida, the Gulf States, 
California, the Caribbean, Hawaii and 
various foreign resort areas. The 
Fioatels system provides an economical 
means of substantially enlarging the 
accommodation facilities in these areas 
and offers important advantages to the 
franchisee. Widespread interest in Floatels 
has been shown by the hotel-motel industry 
and by owners of waterfront properties. 
International Floatels has recently sold 
the first Fioatels franchise covering 

the west coast of Florida and is currently 
negotiating sales of tranchises in other 
areas. International Floatels will not 

be involved in the ownership or financing 
of properties and facilities, but will 
derive its revenues from franchise fees, 
commissions and royalties. 
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@O THE DINERS’ CLUB, INC. and Consolidated Subsidisries CONSOLIDATED BALANCE SHEET 
J 


ASSETS 


. March 31, 
1968 
Restated 1968 
1969 (Note 1) As Reported 
CURRENT ASSETS: 
AG oa cea he area RATE RAW ee Re Nese SHI $ 14,071,359 $ 11,736,846 $ 10,885,198 
Notes and accounts receivable (Note 2)........++00. 149,354,816 118,260,109 115,093,951 
Other accounts receivable. ......cccecncccceucees 8,759,515 6,181,083 4,475,427 
Prepaid @xpenseS 2... 00. sccccenecesrennecsences 2,293,565 1,846,680 1,787,496 
TOTAL ‘CURRENT ASSETS): in cesssccssesie sieimes $174,479,255 $138,024,718 $132,242,072 
INVESTMENTS AND ADVANCES—at cost (Note 3)....... 4,496,246 699,908 2,892,502 
EQUIPMENT AND LEASEHOLD IMPROVEMENTS—at cost, 
less accumulated depreciation and amortization— 
$3,130,416, $2,416,871 and $2,150,043, respectively 
TINGE EY escias artist vide 0 5 corde dee ater 0. 2: Talay ements bedica tenn 3,932,318 3,305,580 2,935,541 
GOODWILL, MAILING LISTS, PLATES AND OTHER 
INTANGIBLES—<at cost (Note! 5)... cs ceed aa ce aeauuie 14,482,632 12,366,015 11,086,980 
DEFERRED CHARGES AND OTHER ASSETS (Note 6)...... 5,059,719 949,191 983,880 
$202,450,171 155,345,412 


See Notes to Consolidated Financial Statements 
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LIABILITIES AND SHAREHOLDERS’ INVESTMENT 


CURRENT LIABILITIES: 
Notes payable—banks .......... 


Notes payable—-commercial paper.........00eeee> 
ACCOUNTS: PAV ROIS oie. ced wn aiierw drat eptarKaveiratere lariormrerecwtel are 
AGE UGC (OX PSTISOS | ig 0:14 sarcngyereieravormrenesagesveyacsiaranane cverwye 
Current portion—long-term debt.............05005 
Income taxes payable (Note 7)....... ccc eee nee eee 

TOTAL, CURRENT ‘LIABILITIES... :c:0.05 000 


LONG-TERM DEBT (Notes 8 and 13) 


MINORITY INWEERESTS (NOES GQ) bocce ons se iseveconm news amr 


SHAREHOLDERS’ INVESTMENT (Notes 8, 10 and 13): 
Common stock, par value $1.00 per share 


Authorized—-3,500,000 shares 
Issued and outstanding—2,242,820, 2,022,392 and 
1,968,864 shares, respectively................04 


Additional paid-in capital 


Earnings retained in the business...........-.e eee 


Less common stock held in treasury-—at cost; -0-, 38,200 
and 57,007 shares, respectively 


TOTAL SHAREHOLDERS’ INVESTMENT..... 


COMMITMENTS AND CONTINGENT LIABILITIES (Notes 6, 
11 and 13) 


en ee ae ene = a ethionine a! ee ie lene 


March 31, 2 
1968 
Restated 1968 

= Hed pul maha 
$ 72,998,759 $ 39,529,465  $ 37,727,000 
10,830,000 19,850,009 19,850,000 
42,731,773 37,200,644 35,322,591 
8,511,150 5,491,534 3,907,550 
850,019 3,027,581 3,012,000 
1,134,166 190,682 585,447 
$137,055,867 $105,289,906  $100,404,588 
$ 27,673,325  $ 19,075,000 $ 19,075,000 

$ 680,176 $ 535,445 §$ = 
$ 2,242,820 $ 2,022,392 $ 1,968,864 
33,160,677 25,233,705 24,912,227 
1,637,306 3,857,082 4,777,349 
$ 37,040,803 $ 31,113,179 $ 31,658,440 
ae 668,118 997,053 
$ 37,040,803  $ 30,445,061  $ 30,661,387 


$202,450,171 


$155,345,412 


'$150,140,975 
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THE DINERS’ CLUB, INC. and Consolidated Subsidiaries 
CONSOLIDATED STATEMENT OF NET EARNINGS 


Year Ended March 31, 


1968 
Restated ‘ 1968 
(Note 1) As Reported 


Credit card volume: 
United States and Canada $528,955,000 $430,938,000 $430,938,000 
Foreign subsidiaries 30,596,000 23,663,000 oo 


$559,551,000  $454,601,000 —_$430,938,000 


Revenues from credit card operations: 
Discount from estehlishments, cardholder fees and bs 
service charges $ 44,745,304 $ 38,385,052 $ 36,664,400 
Miscellaneous revenues from related operations 5,205,474 4,215,563 4,215,563 


Revenues from other operations 17,772,351 7,888,577 5,991,515 


$ 67,723,129 50,489,192 $ 46,871,478 


Operating expenses: 
General and administrative $ 14,770,098 11,021,825 $ 7,813,492 
Information processing . 7,322,705 5,442,365 5,421,356 
Promotion and advertising 12,232,146 7,996,098 7,702,882 
Credit investigation and collection. 14,232,844 8,082,152 7,205,644 
Provision for doubtful accounts 10,100,358 8,676,998 8,544,548 
Interest 5,966,821 3,758,650 3,668,014 
Depreciation and amortization 799,433 536,538 459,683 


$ 65,424,405 $ 45,514,626 $ 40,815,619 
Earnings before income taxes and extraordinary items..... $ 2,298,724 $ 4,974,566 $ 6,055,859 


Income taxes (Note 7): 


Current .... Suan at $ 375,000 $ 1,552,000 $ 1,358,628 
Deferred Caceres aia 1,010,000 978,000 1,683,000 


$ 1,385,000 § 2,530,000 $ 3,041,628 


Earnings before extraordinary items ‘ ra ~ 813,724 $ 2,444,566 $ 3,014,231 
Gain on sales of interests in certain subsidiaries, net of 
deferred income taxes of $297,000 567,155 — 


Net earnings vee. $1,480,879 $ _ 2,444,566 $ 3,014,231 


Net earnings per share based on average shares outstanding 
(after giving effect to 3% stock dividends): 
1969—2,084,949 
1968 restated—1,954,467 
1968 as reported—1,882,754 
Before extraordinary items 
Extraordinary items 


After extraordinary items 


See Notes to Consolidated Financial Statements. 
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CONSOLIDATED STATEMENTS OF ADDITIONAL PAID-IN CAPITAL 
AND EARNINGS RETAINED IN THE BUSINESS 


Year Ended March 31, 


1969 el) ae 
Earnings Earnings 
Additional retained Additional retained 
paid-in in the peid-in in the 
Sagital pee thi es 
S2lance-at the beginning of the period as pre- 
VIOUS TEGOMER 5c cosas teow ceeule des $24,912,227 $4,777,349 $18,978,649 $3,983,737 
djustment to reflect poolings, net of expenses, 
and inclusion of foreign subsidiaries (Note 1) 321,478 (920,267) 321,478 (350,602) 
Balance at the beginning of the period restated.. $25,233,705 $3,857,082 $19,300,127 $3,633,135 
Add: 
Net earnings for the period............... — 1,480,879 — 2,444,566 


Excess of fair market value over par value of: 
57,356 and 51,209 shares of common stock 
issued as a stock dividend on June 14, 
1968 and June 15, 1967, respectively. . 2,638,329 — 1,235.47: — 
62,000 shares of common stock issued in 
connection with the acquisition of Fugazy 
Travel Bureau, Inc. as of October 30, 
TOBE sje es yee de eae wamwe enews —_ — 2,208,750 — 
58,823 shares of common stock purchased 
by The Continental Insurance Company, 
Inc--on January 30, 1968) 2 oc cee ea osc — — 2,441,155 — 
2,000 shares of common stock issued in 
settlement of certain obligations to a 
broker as of July 1, 1968............ 103,000 — — — 
1,400 shares of common stock issued in 
purchase of Fohl Enterprises, Inc. on 
Sanday 22; TICS vali 2 iaialaen d we auecume 62,650 — oa — 
37,879 shares of common stock purchased 
by The Continental Insurance Company, 
Inc. on February 28, 1969 (Note 8).... 1,212,128 — — — 
116,877 shares of cormmon stock issued in 
conversion of 5%% Junior Subordinated 
Convertible Debenture on March 28, 1969 2,383,123 —_ _ — 
Excess of fair market value over cost of 
38,200 shares of treasury stock issued in 
partial settlement of certain obligations 
as of September 30, 1968 (Note 6)...... 1,432,882 — — — 
Excess of option price over par value of 4,916 
and 2,759 shares of common stock, respec- 
tively, sold under stock option plan (Note 
10) 


ists | Weusule that wc. ex summed aie oe 2 aon tnaeracs 94,869 pou 48,255 
$33,160,677 $5,337,961 $25,233,705 
Deduct: Bele ete “ “ 
Cash dividends—$.50 per share..... aay —_ $1,004,970 — $ 911,305 
Stock dividends—-3%--57,356 and 51,209 
(including cash paid in lieu of fractional 
shares—$22,687—-1968) shares, respec- 
EAVELY  iSoura Bee ave tee gy desc buucsed res vated ace aie « — 2,695,685 — 1,309,314 
— $3,700,655 — $2,220,619 
$33,160,677 $1,637,306 $25,233,705 $3,857,082 


See Notes to Consolidated Financial Statements 
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THE DINERS’ CLUB, INC, 
and Consolidated Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Principles Of Consolidation: 


The consolidated financial statements include the accounts of all 
significant subsidiaries. Certain minor foreign subsidiaries which in the 
aggregate are rot significant have not been consolidated. Foreign sub- 
sidiaries are included at standard rates of exchange. The figures for the 
year ended March 31, 1968 have been retroactively adjusted to include 
the consolidation of foreign subsidiaries. The Company adjusts its in- 
vestment in consolidated subsidiaries to reflect the change in its equity 
in the net worth of each company. Certain figures for the year ended 
March 31, 1968 have been revised to refiect current classifications. All 
materia! intercompany transactions have been eliminated. 


During the year the Company acquired four companies for an aggre 
gate of 72,532 shares of common stock, of which 19,004 were treasury 
shares. These acquisitions were treated for accounting purposes as 
poolings of interests, and are included in the financial statements for 
1969 ard 1968. 


The earnings of purchased companies are inc!uded from the date 
of acquisition (Note 5). 


2. Notes And Accounts Recsivable: 


March 31, March 31, 
1968 1968 

Credit Card Division: 
Regular CHOPO sec eee ness $113,485,404 $ 88,006,902 
Revolving and extended payment 32,981,508 28,083,271 
$146,466,912 $16,090,173 
Travel Division .. Sa Gels gig eben die 4,770,091 2581,519 
Collection Agencies Division ... 749,094 654,791 
Foreign Subsidiaries 4,172,818 4,458,957 
$156,158,915  $123,785,440 


Less allowance for doubtful accounts 


3. Investments And Advances: 


March 31, March 31, 
1868 1968 
Investment in Reservations/ World. $1,644,509 
Diners Club foreign franchisees: 

Investments 2,256,063 210,017 
Advances 29,743 29,218 
aU ree eee ee ee 565,931 77,328 
$4,496,246 $699,908 


During the two years ended March 31, 1969, the Company invested in 
Reservations/Worid, a project for the development of an automated reser- 
vation system. The first stage of the system has essentially reached 
successful compietion and is operational. Full completion cf al! stages 
of this project ould require a substantial additiona! investment and 
the Company has decided not to make such additional investment. 
The Company is currently negotiating to sell the system and in the 
opinion of management, upon such sale, the unrecovered investment, 
if any, will not be material. 


The Company has minority interests in the capita! stock of a signif 
cant number of Diners Club foreign franchisees. At March 31, 1969, the 
Company's equity in net assets of these franchises and its other invest- 
ments amounts to approximately $850,000. 


e, 


4. Equipment And Leasehold Improvements: 


The cost cf equipment and leasehold improvements is depreciated of 
amortized over the estimated useful lives of the assets. The straight- 
line method is used. 


The annual rates used are as follows: 


Office equipment, furniture and fixtures 10-20% 
Leasehold improvements ...... CEs e 
Automobiles .....-..--.+-- nego 23% 


* Leasehold improvements are written off over the remaining 
term of the lease or the life of the asset, whichever is shorter. 


Expenditures for maintenance and repairs are deducted from income. 
Expenditures for major items are capitalized and written off by deprecia- 
tion charges. Costs of assets sold or retired and the related amounts of 
accumulated depreciation are eliminated from the accounts in the year 
of sale or retirement; the gain or loss on disposal of assets is reflected 
in the statement of earnings. 


5. Goodwill, Meiling Lists, Plates And Other Intangibles: 
Under various expansion programs in prior years, the Company ac 


quired goodwill, mailing lists, plates and other intangibles amounting to 
$4,363,000. 


The restatement of the consolidated financial statements to reflect 
the inciusion of foreign subsidiaries (Note 1) has resulted in additional 
goodwill of $1,863,000. 


During the current year, the Company continued its planned 
acquisitions in the collection agencies and travel businesses. The pur- 
chase price of these acquisitions, aggregating $3,925,000, exceeded the 
underlying net asset value by $2,227,000. in the preceding year, the 
( «pany made acquisitions in the collection agencies and travel busi- 
vesses for $11,555,000 which exceeded the underlying net asset vaiue 
by $6,159,000. 


No amortization of the mailing lists, piates, goodwill and other in 
tangibies is provided with the exception of approximately $2,406,000 
applicable to the travel business, which is being amortized over ® period 
not exceeding twenty years. 


6. Deferred Charges And Other Assets: 


The Company has entered into a twenty-five year lease commenc 
ing July 1970 with minimum ennua! rentals of $300,000 per year during 
the first seventeen years and $500,000 per year thereafter with the City 
of Long Beach, California to manage the tourist center to be created 
with the conversion of the former R.M.S. Queen Mary. The Company 
has incurred costs of $1,318,000, of which $1,258,000 was expended 
during the current fiscal period, relating to the conversion of the Queen 
Mary. The total estimated cost of the project is anticipated to be 
:600,000. 


The Company has expanded existing automated operations and auto 
mated certain additional operations in order to utilize the capacities of 
new computers. Total costs of approximately $475,000, of which $75,000 
was incurred in the current fiscal period, have been deferred. The 
Company is amortizing these costs over a three year period 


The Company has settled ali contingent compensation due to the 
former stockholders of @ business acquired in the preceding year by 
issuing 38,200 shares of treasury stock with an approximate market 
vaiue of $1,770,000 and a payment of $430,000. These amounts are 
being amortized in accordance with a schedule based upon @ percentage 
of travel agency franchise sates. In no event will this amortization be 
tess than the equivalent of straigh’  “e amortization over 15 years. 


7. income Taxes: 

Tne Company has certain differences between income reported in 
the financial statements and taxable income. At March 31, 1969 and 
1968 substantially ali of the liability for income taxes was deferred 


Federal! income tax assessments for the fiscal years ended March 31 
1962 through March 31, 1964 in the amount of $104,000 including inter- 
est. and California franchise tax . ssessments for the fiscal years ended 
March 31. 1959 through March 31, 1966 in the amount of $157,000 
nciuding interest, after applicabie recuction for federal income taxes, 
have been paid by the Company for which no provision has been mace 
The Company has filed claims for refunds of such taxes and in the 
opinion of counsel, the Company has good and meritorious bases for 
claims. 


such 


8. Long-Term Debt: 


March 31, March 31, 
1969 1968 
5.125% Senior Note due in annua! install- =e aa 
ments of $1,000,000 sro October 1, 
IGT ceewedwnredenees see $10,000,000 $10.000,000 


5.25% Promissory Notes due in annual 
instaliments of $500,000 from April 1. 
1968 (Note 13). 


6% Senior Subordinated Convertible 
Debentures due in annual installments 


2,000,000 2,500,000 


of $400,000 from October 1, 1978— 

convertible into common stock 8 

$55.16 per share.........-+.- . 5,000,000 - 
6% Senior Subordinated Convertible De- 

bentures due in annual installments 

of $100,000 from February 1, 1978— 

convertible into common stock at 

$46.88 per share. 1,250,000 1,250,000 
6% Junior Subordinated Convertible De- 

bentures due in annua! instaliments 

of $190.000 from February 1, 1978— 

convertible into common stock at 

$46.88 per share.... salina da 1,250,000 1,250,000 

6.75% Junior Subordinated Notes due 

October 15, 1968.... _ 2,500,000 
6.50% Junior Subordinated Convertib! 

Debentures due in annual instalimenis 

of $100,000 from March 1, 1979— con- 

vertidle into common stock at “ 73 

per share . . 1,250,000 _ 
6% Senior Subordinated Convertible De- 

bentures due in annual instaliments 

of $160,000 from Apri! 1, 1978—con- 

vertible into common stock at aie 68 

Per SHB es sees 2,000,000 2,000,000 
6%% Senior Subordinated Convertible 

Debentures due in annua! instaliments 

of $200,000 from January 1, 1979. 

convertibie into commen stock at 

$52.13 per share... -. qa 2,500,000 - 
6% Junior Subordinated Convertible De 

bentures due in annual taliments of 

$269,000 from Juiy 1, 1978—converti- 

ble into common stock at oiien 34 per 

OT See 2,500,000 _ 
5.875% Junior Subordinated Convertibie 

Oebentures—converted into 116,877 

shares of common stock...... ‘ ‘ _ 2,500,000 
Other Notes Payable..... 773,344 102,581 

FOC dh ee eee dee ates $28,523,344 $22,102,581 

Current Portion ....... 850,019 3.027, 581 
Long-Term Debt ...........-- $27,673,325 $19, 075, 000 


The terms of the note and debenture agreements inciude, among 


other provisions, limitations on the payment of cash dividends and 
purchases of the Company’s common stock. At March 31 , after 
consideration of the financing transactions detailed in Note 13, all 


limitations. The 
for financing 


retained in the business were free of such 
refiected above are after adjustment 
1969 as cetailed in Note 13 


earnings 
conversion prices 
transictions atter March 31, 


The following is a summary of anticipated future paymenis of lo 
term debt at March 31, 1969: 

Year ending March 31: 

1970 (Note 13) 

1971 

1972 

1873 


1974 and after.. 


37,879 
is sub 


The sale of the G:80% Junior Subordinated Debentures and 
shares of common stock to The Continental Insurance Company 


ject to ratification by therehoiders 


9S. M)nority interests: 


Minority interests in foreign majority-owned consolidated subsidiary 
companies are as follows 
March 31, 
1969 


March 31, 
1968 


Commion stock 
Additional 
Earnings retained in the business 


paid-in capital 


$535,445 


10. Stock Options: 

In 1962, the shareholders approved an Amended 
Pian under which officers and key employees received options 
at prices not less than 95% of the fair market price at date of grant. The 
remaining unexercised options granted are exercisable over a per od 
of five years as follows 1) 40% two years after grant; (2) 30% three 
years after grant; and (3) 20% four years after grant. Such plan was 
terminated on May 15, 1968 

On june 27, 1968, the shareholders approved a Qualified Stock 
Option Pian authorizing the granting, to officers and key employees of 
the Company, of options to purchase 100.000 shares of common stock at 
not less than 100% of fair market value of the stock on the date opt 
are granted. The options will become exercisable two years after date of 
grant and expire five years after date of grant 


Restricted Stock 
Option 


ons 


Information relative to these plans is summarized below: 


Options outstanding at March 31, 1969, of which 6701 shares are 


exercisable: 
Market Price 

Year Option Prices at Date of Grant 
of Grant No. of cca i res 
March 31, Shares Per Share Total Per Share Total 
1966. 963 $18.08 §$ 12,773 $16.08 ¥ 27773 
1967. 6,701 19.91-25.05 146,051 19.91~25.05 146,05 
TIES... 6. 31.00-55.00 4,226,750 31.00-55.00 4,22 

4 4,390 574 


THE DINERS’ CLUB, INC. 
and Consolidated Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Options that became exerc..able: 


Market f rice on Date 


Year First Exercisable 
Ended seventeen ie sets como ean 

March 31, Per Share Total 
1967'.. $17.74 $ 29,094 $16.25 $ 26,650 
1968.. 28.38-18.62 51,014 26.00-27.75 73,962 
1969.. 17.84-25.05 245,864 46.63-56.75 564,310 
$ 325,572 $664,922 


$664,922 


Options exercised: 


Market Price 


Year on Date Exercised 
Ended SS ras oe ore eran econ 

March 31, Per Share Total 
1967 $17.74 $ 29,094 $24.38 $ 39,975 
1968 18.38-18.62 51,014 37.75-38.00 104,524 
1963. 17.84-25.05 48.13-56.25 257,660 
$ 402,159 


Ouring the year enced March 31, 1969, 17,250 options were cancelled 
As at March 31, 1969 there were 18,000 shares available for future grants 


Under the option plan no amounts are chargeable to inc 


11. Commitments And Contingent Liabilities: 


The Company's subsidiary, OQM Corporation, is the master lessee 
from the City of Long Beach, California, of certain portions of the former 
passenger steamship Queen Mary, now permanently berthed in Long 
Beach, such portions to be used for the operation of hotel, convention 
and other commercial facilities. Two lawsuits are pending against the 
Company, DQM Corporation, the Company's subsidiary, Oiners/Fugazy 
Travel, inc., and certain other defendants, arising out of the subleasing 
by DQM of hotel and certain restaurant facilities or the ship to Sky 
Chefs, Inc., a subsidiary of American Airlines, inc. The plaintiff in the 
lawsuits, Wrather Corporation, asserts that except for the wrongful acts 
of the defendants, including American Airlines, Inc. and Sky Chefs, Inc., 
the sublease of such facilities would have been made to Wrather Corpora- 
tion. The complaints aliege among other things that the defendants, in 
violation of the Sherman and Ciayton Anti-trust Acts, and otherwise 
wrongfully, “persuaded, induced and caused” the Company and DQM to 
terminate discussions with Wrather Corporation with respect to the sub- 
lease ana to enter into such sublease with Sky Chefs. The damages 
claimed are three times Wrather Corporation’s alleged loss of profits, or 
an aggregate of $81,675,000. The management of the Company believes 
that there is no merit to these lawsuits and that no material liability of 
the Company or its subsidiaries shouid result therefrom Similarty, 
counsel representing the Company and its subsidiaries in the litigations 
has expressed its opinion that the Company and its subsidiaries have 
good defenses to the ciaims made against them and that no material 
liability on the part of the Company or its subsidiaries should result 


A lawsuit is pending against Diners Financial Corporation and 
others, pertaining to a transaction of this subsidiary prior to its acquis: 
tion by the Company. The complaint demands damages against ali of 
the defendants in the amount of $1,500,000. The trial of the action was 
completed in May, 1969 and resulted in a jury verdict in favor of the 
plaintiff in the amount of $850,000. There are presently pending before 
the trial court motions to dismiss the action and to set aside the 
verdict. tn the opinion of counsel representing the Company's subsidiary, 
there are good and meritorious bases for tnese motions, and also for an 
appeal of the verdict, if that should be roquired. Accordingly, no provi- 
sion has been made for this adverse verdict. 


The Company is guarantor for credit facilities extended to its con- 
solidated foreign subsidiaries of approximately $650,000. The utilized 
facilities have ali been included in the consolidated financial state 
ments. In addition, the Company is guarantor for credit facilities ex- 
tended to a minority-owned subsidiary of approximately $500,000 


The Company may be required to pay additional consideration 
relative to its acquisition of collection agencies. This additional con- 
sideration, not exceeding $626,300, is dependent upon future earnings. 

The Company may be required to issue additional shares of its 
common stock as additional consideration relative to the acquisition of 
certain subsidiaries. The number of additional shares, not exceeding 
40,917 shares, is dependent upon future events. 


The Company is lessee under 215 leases expiring from 1969 to 1984 
with annuai rental of approximately $2,250,000, exclusive of the lease 
referred to in Note 6 


12. Supplementary Profit And Loss Information: 


March 31, 


Maintenance and repairs. 255,000 


Depreciation and amortization of equ p 


ment and leasehold improvements 800,000 


Amortization of goodwill 


Taxes other than income taxes 
Payroll 
Other 


taxes 


Management fees ......... . $ _ $ 


All amounts are charged to operating expenses. 
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} 
13. Post Balance Sheet Events: | The sale of the aforementioned debentures common stock is 
Since Mare 31, 1969 the Company has sold to The Continenta! | byect to ratification by shareholders 
surance Company the fcllowing | 
In connection with certain emendments to its long-term 
>! emer iates Cues | ments, the Company prepaid, without penalty, the 5.25% 
rom May 1, 1979- ‘ 
stock at $34.62 re al 
nated Convertible Deb due in 
= ie of $100. ap etalbg lay .¥ 1979. | The Company, a director of the Company and Military Purchase 
ate ck at $35.20... 1,250.0 } System, Inc.. a non-affiliated corporation, entered into an agreement 
| of April 1, "969 with pect to the financing and operation of 
712° or Subordinated Convert Debentures due | pallens Pee ah eee RORIRE SNS CRE 
n annual instaliments of $100 from May 1 } Service Clio Card, inc., for the purpose of operating a worid 
19 onvertibie io common stock at $33.14 1,250,000 if card charge and billing program for United States armed f tas 
? Subordinated Convertible Debentures due { clubs. The Company w e cing and process 
t nstaliments of $100.000 from May 1 i posed program, at cost, and would be committed to 
197S-convertible into common stock at $33.60 1,250,000 | $8,000,000 of the financing requirements in connection with the accounts 
$ 5,000,000 } receivable generated by the program 
; | 
19 shares of common stock at $27.50 per share §,000. 0,023 | 
| 
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REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


TOUCHE, ROSS, BAILEY & SMART 
80 Pine Street 
Ne w York YEW York 
June 6, 1969 

To the Board of Directors and Shareholders of 

The Diners’ Club, Inc.. 

We have examined the acco dated balance sheets of The Diners’ bsidrarie 
as of March 31, 1969 and 1968 an solidated statements of net earnings, J earnings 
etained in the business for the rs ther, ended. Our examination was made in accor d auditing 

| ded such tests of the accounting records ar dered 

As explained in Note 3, the has invested $1,644,509 in Reservations/W t e develor of 


an automated reservation aystern the recovery of which is depend 
negotiating such a ve While we have no reason to believe that 
nvestment we are not in a position to determine whether a sale will occur or the amoun 


, subject 
the outcome of the litigations referred to in Note 11, 


In our opinio 
ect to 


consclidated financial position of The Diners’ Club, Inc. and consol 
con xlidated f t operations for the years then ended, 


applied on a consistent basis, 1968 as restated (Note 1). 


to the recovery of the investment in Reservations/Worid discussed in the preceding paragraph and 
the fir b r f 


Ss por nt! 
$s prese y 


recovery of its 


Jent upon the sale 


the Company will 


vancial statements referred to a 


idated subsidiaries at March on 
in conformity with generally accep 


Veredus Beau, Pauls, 


Certified Public Accountants 


ed accounting p 


oe 


0) THE DINERS’ CLUB, INC. and Consolidated Subsidiaries 


FIVE YEAR SUMMARY OF EARNINGS (Dollar amounts in thousands except 


Year Ended March 31: 1969 


Credit Card Volume: 
United States and Canada... $528,955 
Foreign Subsidiaries Pay 30,596 
Total . ci 559,551 


Revenues from Credit Card Operations ; 49,951 42,600 
Revenues from Other Operations , 17,772 7,889 
Total Revenues ; 67,723 50,489 
Ope 65,424 45,514 
Earning 0 Ir Ta . 2,299 4,975 
Earn 914 2,445 
Extraordinary Items : ; 567 - 
Net Earnings ; 1,481 2,445 927 
Earnings Per Share(c) 
Before Extraordinary !tems $.44 $1.06 
Extraordinary Items sat ~ 
Net Earnings a? 71 25 1,00 
(a) 1968 and prior year's figures have been restated to reflect Lumpanies acquired on a pooling of 
of foreign subsidiaries as described im Note 1 
b) Ex 472 write-off of goody related to factoring and financing operatic ‘ ged ear 
c) Based on average outstanding shares: 2,084,949—1965, 1.95+,, 467 68, and 1,92 2 7? 
CONSOLIDATED STATEMENT OF WORKING FUNDS (Dollar a ints in thour < 


Other 


TOTAL WORKING FUNDS 


mprovements—net 


net of working funds 
related to the conversion of the Queen Mary 
Deferred charges relating to future years 

Investments in and advances to franchises and uncons 


Investment in Reservations/Worid 
TOTAL WORKING FUNDS 


NET INCREASE IN WORKING FUNDS 


dated fc 


reign subsidia 


res 


earnings per share)(a) 


1966 


$15,468 


$ 1,005 
1,426 
7,053 
1,258 
1,242 
2,535 
1,261 


$10,780 
$ 4,688 


2,117 2,205(b) 
$1.10 $1.15 
1,10 3.35 
t asis and consolidation 
retained in the business 
ror years 
Year Ended March 31 


Certified Public Accountants 
Touche, Ross, Bailey & Smart, New York, N. Y. 


Counsel 
Botein, Hays, Sklar & Herzberg, New York, N.Y. 


Transfer Agent 
The Chase Manhattan Bank, New York, N. Y. 


Registrar 
Manufacturers Hanover Trust Company, New York, N. Y. 
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EMPLOYMENT AGRESHENT 


ripioemicnt Agrecinent dated the §t0inday of 6etober, 1967, 
-. by and between FUGAZY TRAVEL BUREAU, INC. (Delaware) (hereinafter 
called "DFT"), a wholly-owned subsidiary ‘of The Diners! Club, Inc. 
(hereinafter called "Diners") and LOUIS V. FUGA2Y (hereinafter 


called the Employer") 


D¥f is acquiring the assets and business of rugazy Travel 
Bureau, Inc., a New York corporation fhenebeadier referred to as 
Meaney”) , Employee has for many years been a key executive em- 
ployee of Fugazy end DFT wishes to retain the benefit of Employee's 


services. 


. 


4. 2 ; : , ae 
Simultaneously herewith William D. Fugazy and Otto Marx, dr. 
(hereinafter "Other Employees") are also entering into 


employment agreements with DFT. 
\ une parties nerevu agree as roxLows: 


1. DFT hereby employs the Employee, and the Employee herety 


accepts such employment, to serve im an executive capacity for DFT 
eel moe Orkowy §a,, 5 2 
for a period commencing on the Effective Date, as hereinuiter de- 


a - ~ 


é oN 
fined, and continuing thereafter for three yearsfrom such date 


(such three year period being hereinafter called the "Initial 
Employment Period"), subject to renewal, at the option of DFT, for 


© s5th additionzl one year periods, by notice to Employee within’ thists 
(30) days prior to the expiration of t sal Employment Period, 
“or any sek one year renewal period, and to further renewal Lrom tans 
to time thereafter for such period or periods (which may be at the 
pleasure of Uts: Roard of Directors) as may be mutually en upon 

by DFP and mmployee, not to exceed'in the aggrepate an additional ten 
(10) years (all renewal ypemiods referred Co ti Chis Section 2 up co 
on agerenate of twelve (22) years boing heredna cor collectivels 


called the ‘Additional Eaployment Period") and. to devote his fuvd 
time to the business and affairs of DFT with such duticos as may be 


a rc cen eee mel en 


assigned to him from tiop to tine by ‘the Board of Directors of 


ae or Diners. The Employce agrees to serve as an officer or 

director of DFT or of Diners af requested to do so. 

2. ‘In full consideration of the performance of these 

. services and of the other covenants and agreements of the Employee 

hereunder, DFT will pay to him compensation at the rates and 

subject to the nitasione epsentiea below: | 

(a) Fixed compensation {i) at the rate of $35,000 

per annum for the Initial Emp loyment Period and for each 
year in which Employee's employment is renewed thereafter 
as pPovided in Section 1, up toa maximum of tio (2) 
years, payable in equal monthi y: installments, part cr 
which is intended to cover the expenses (4n addition to 
‘those expenses which are indureed at ‘oa katte pases 
of DFT and which shall be reimbursed by DFT) which it is 
contemolated that the Employee will meet in the performance 
of his services hereunder, and (it) at such rate after the 
expiration of five (5) years from the Effective Date ais 
may be agreed upon by DFT and Employee Foon time to time 
for each such additional period or periods. 

(b) Percentage Compensation: fer each fiscal year of 
DFT or shorter period during the fifteen (15) year pericd 
(subject to earlier termination as hereinafter provide: 
commencing as of the affective Daite,.ab the rate of (3) 16 

of the initial franchise fers received by DPT from the 
‘eink of new franchises during cach such fiseal year or 
shorter period or (44) 8 1/32 of the net profits of DFT for 
said fiscal year or shorter period, whichever is greater. 
Pereentege compensation shall be paid as follows subjesc: 
to the lMujtations specified below: within fifteen (15) days after 
the end. of cach two- roe newsed during each f£Ascal year or shorter 
pasion with resoect to which such Percentage Compensation is pay- 
able hereunder, DF shall pay to Ruployce 107; of ‘the snitial, 
franchise feea received by DFP Srom the grant of new franchises 


\ 


N 
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fang ; 


during such two-month period; and within sixty (60) days 


after the end of each fiscal year, DFT shall pay to Employee 
: A" the amount, if any, by which the total percentage compen- 


sation payable with respect to such fiscal year exceeds 

: , : i 
the aggregate amount there tofore paid to Employee for such 
fiscal year. 


Such percentage compensation shall ie Sulsous to an 
aggregate dollar limitation of $1,250,000 and, in addition, 
to a periodic dollar limitation of $125,000 for each fiscal 
year of DFT, and a pro rata portion thereof for each shorter 


period with respect to which such percentage compensation 
As payzble. Subject to the ageresate dollar limitation 
hereinafter referred to, if the percentage compensation com- 
puted as provided above for any applicable sre exceeds : 
‘ ‘ ta 
. Uhe periodic dollar limitation for such period, the excess 


will be paid in the succecding fiseal year or years until 


the whole thereof has been paid, provided thet the total amount 


of percentage compensation payable for any such succecding 


. fiscal year shall not exceed the $325,000 goller Timt tation 


applicable to 2 fiscal year. ‘ fh 


_3. For, purposes‘of Section 2: 


(a) Initial franchise feesenall mean the initial 


cash paymont received by DFT from any party recetLving 
a franchise from DFT to operate a travel azency under the 


. 
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‘Yugazy name, as consiticration for the granting of 
such a franchise. It dg understood that the initial 


cash consideration to be required of each new fran- 


) ehise shall be $25,000, which amount may be changed 


from time to time by DFP but in no event.shall the 
_ initial franchise fee, for purposes. of this subpara- 
graph (a), be less than $18,750. Anything herein 


contained to the contrary notwithstanding, DFT shall 


* “ { % 
have the absolute and unreviewable discretion in the 


selection and approval of new franchisees and nothing: 


-herein contained shall-in.any way limit or restrict 


DFT's discretion in such matters, including its right, 


4f 1% so desires, not to grant any additional fran- 


chises. > 


(b) The net earnings of DPL for any fisc 


year or portion thereof shall be the net carnings 
-of DFT Tor such year, or the pro rata amount of 


“such earnings attributable to such shorter period 


" computed without eny deduction for percentage com- 


pensation paid to the mnpleyee under Unis Agreement 
or to the Other Enployees under their employment 


agrecitents hereinabove referred to and after pro- 


vision for federal and state income taxes thereon (w 


a. 


Lthout 


. 
. ° 
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giving eficct to any surtax exemption) determined in 


accordance with generally ‘accepted accounting principles _ 
applied on z consistent basis, provided, however, that in 
the event DFT snail completely withdraw from the business 

-of- selling franchises, the earnings neers tutabie to any 
period subscquent to DrT's withdrawal from such business 


‘shall be-computed without any deduction for the amortization 


i 


of good wil recorded on the books of DF in connection with the 
acquisition of the business and assets being purchased from 


* Fugazy. 


: “(c) Lt de unmersensd that € en ee of DEP 
shall be basec solely on the income earned or ativt bated to 
the assets and business acquired from Pugazy and retained by 
| 
DFT, Diners or an affiliated company, If such business is. : 
i 


operated as a corponate division, whether pecause of 2 merger 


y for any other reason, then the net earnings shall be conneted 
on the basis of the earnings with the adjustments specified 


above attributable (after proper allocation of income and expense: 


= 


to the assets and business purchased pur: > $6 the Purcnass 


1 f 


* ° 


Agreement, : ‘. Sire sexe 


(a) She independent accounting Lira employed by 
DFP as ity auditors shall make #11 computations with Pespcet 


sO 


to the amount of pereentage compensation payable hereunder for 
each fiscal yoar of DF? and such computations, including any 
allocxtion of Income and expense which may be necessary under 


paragraph (¢) above, 


A-760 , yt 4 as 


pr aie ity aici 


ae Bie may terminate this agreement ANA «+ weer 


Employee's Klein hereunder including his employment 

as a consultant as hereinafter poayidudy ae any time, upos 
thirty (30) days prior written notice to, Employee, upon 
Employee's failure or refusal to pendicin wie of the duties 

. ~ ¥ ; . 

and obligations to be performed by him hereunder, or upon 
any! material breach or material default by him of any oblisa- 
‘tion to be performed by him sie or pursuant to any otner 
agreenent witn DIT or any agreement With Diners, or for any 
other valid cause. Such notice shall set forth any grounds 
‘thon known to DFT for such dismissal, al sucn Lenape esos 
DFT shall be relieved of all further obligations her meunder 
or the obligation t to account to Employce for any amounts 
due him under this agreeinent prior eicitte Uiendanichon 

. _(b) Unless terminated earlier ‘under Section h(a) 


above, Employee's employment as a full time employee undcr 


‘Section 1 hereof? shall terminate at the expiration of tne Initia. 


10 


Enploywrent Period (wniess continued for the Additional Employ. 


Period as provided for in Secti.on L herein) or at the terininevion 
of the Additional Enol oyment’ Per ey Except as otherwise pro~ 
vided in Séction 4(a) herein, the teri sation oF Einploy ee 's Cr 
ployment onder this suoseetion (bd) shell not affect his piste 

to receive percentage compensation at tne same rate and on the 
sane temas and conditions specified herein. . Upon such tose 
Xion and for so LONG as he is entitied to such pereentage game 


pensation, he shall thereafter serve DFT-as a consultant as 


provided in, and subject to the terms and conditions of, Section ¢ 


(ec) In the event that the Employee dics while 


. 


stJ04 in the enploy of DFT or walle still entitled Lo Horsiwhen ge 


“eomponsatson, tne percentage compensation otheralse payable ta | 


hoi shall ve continued Co ve patid Co his estave at Che sane 2ot 


and aon the heuae Lopas and conditsons specif sad he: Geet; 


° 


. . ; . Ie 


ee ee ue ' ; ‘ 


sii a os a. us Pree ae 


« §. DFP will be enbitied to sot oft and deduct on 


the percentage compensation payable to the Employee hereunder - 
any amounts due oY payable to DFT by the Employee whether unde> 


this agreement, any other agreement with DFT or Diners, or 


. 


otherwise, 


6, (a) In consideration of the execution by DET 


of this Employment Agreement, theEmployec agrees that for the 


a aa 
period set forth in paragraph (b) below, he wil not, in any 


manner, directly or indirectly, ensase in the ‘oe een of pro- 


ie , 
- Viding travel or related services, or licensing or franchising 


others. to provide such services or in any business which conm- 


ye 


petes with any of the fields-in which Fugazy is presently en- 


gaged and he will not dir ectiy or indirectly own, manage, 


“operate, Join, contred or participate in the ownership, manage- 


inent, operation or control of or be employed by or cor 


ae meas 
IV EA ECS 
ee . 2 F Oe . : 
in any manner with, any corporation, fixrh or business thet is 
BO engaged without DFT's prior written consent. For the pursos¢: 


‘of the foregoing, Traveled, Inc. (Pa.) and fravelco, Ine. (X.Y 


Shall be deeme< 


Fin gett SUS ae (bo) The perjtod of -Ron-Compctition referred to 


Ain this Section 6 shall commence on the Effective Date and 
; ; ats - es waxias e DAA 
iis Pe were (4) an the cont Chis Acremncent is terminaced 


under Sestion. lita), one (2) year after Stig’ erent and 
a i ene es Se a ‘ és 


* ie , . 2 i F , . ss ae 
(44) in the event Fmpleyee's enpioyinent as a full time employe: 


: : ; dias: a Meas, BGA) A949 4 ene 
4s terminated under Section (b), one yoar efter such ternine 
zie wm i 


tion Af DIP .clects not to cmploy Fiployce #8 a consultant es 

i : +e ° ; 4 . Syne, tf wh) ar Lic 
hereinafter provided; and otherwise unon the exndration of the 
| pee Consuitetiive Period, as hereinafter defined. 
(«) ms Haploy ee 's camloynent as a fu’ Ciwe condlovee 


s terminated wider Section W(v) witle he ds op oaany be ents be 


Ga mesedve veraentice cempensntion hereunder, Manloyes 


e 
. 


the termination of such’ full-time. employment and subject 

to earlier termination as hereinafter provided continuing 
for so long as Employee 4s or may. be entitled to percentage 
compensation hereunder, unless rr, pr or to the thirtieth 
aay after Employee's employment as a full-time employee is 
terminated, notifies Employee of its intention not-to so em- 
yey him as a one ae Employee 's milena’ as a con- 
* sultant may be terminated thereattes at any anniversary 

of his employment as a consultant pes thirty (30) days 
notice. For such consultative services Employee shall be 
paid a consultant's fee , payable menu Ly ; at the rate of 


$35,000 per annum, for services rendered prior to the 
piration of five (5) years from the Effective Date and 
rate of $10,000 per annum for services ocndenea ther 
Employee agrees that he will accept such 

ant as herein provided end agrees 

a consultative capacity to the business 

affairs of DFT as DFT may neasonabiy require, The 
or aggregate periods during which DFT shand employ 
as a consultant hereunder is referred to herein as 


"Consultative Period", 


7. Except as DFT may have otherwise specifically 


agreed to in writing, DFT will, upon the acquisition of 
{ 


“the business and assets of Fugazy have, and shall thereafter 
continue to have, an exclusive right to use the name FUGAZY TRAVEL 
BUREAU, INC. or any derivation thereof as its corporate name 


4 and title and the sole right to use the tradenames “FUGAZL" 


- . . ; 
‘ 
- . u WOO AM FET AEE t - ft oes “ wi Bie eee, ee s a Oh 
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heralds, insignias, service marks and trade signs or styles 
formerly owned by FUGAZY SRAVEL BUREAU, INC. and identified 
with FUGAZY TRAVEL BUREAU, INC. and the conduct ot its bus iness 


The Employee acknowledges the exci’ “ve = me DFT as afore- 
. ‘said and its rights with respect thereto éhatd vit be affected 
by the termination of this agreement, Employee's employment 
Loveiniies or any other relationship between DET and Eaploves. 


The -Employee agrees for himself, his successors and assigns that. 
for 15 years comieenci ng on the sles Date 
he and ie will not ahreet sy or indirectly, uhes ner tena 
members of their ruatties or otherwise, use or permit the use 
of his own. name in connection with or as part. of any trédonae’ 
style or in yer manner to be issociated or iden- 
tified with, any corporation, firm or other business organization, 


ii 


which is engaged in a business similar in any respect to the 


businesses conducted by DFT during such period. Employce agrees 


{ 
i . 
that the rein at aw Lor breach by him of any of his covenants 


“contained in Seer 3 ; A section (a 

and that DFT shall be entitled to injunctive relia 
covenants shall be independent and separable covenants 
‘Shall be enforceable not withstanding “any rights or remedics 
‘Employee nay have under any other provision of this or any 


agreencnt. 


8, ‘his agreement shall be binding \ 
the bencfit of the parties herelo and any suecessors to the 
business of DFT but neither this agrecment nor any rights 
under may be assigned, picdged or encumbered by Employee wththeut 
hse written consent of DFM. This aereudient shell becone effecvi 
.on. the date (herein called the. "Erfective Date") of the eequisition 
of substantsally all the assets and business of PUGKZY by DFT, and 


in the event DEP docs not sa aequire Che business and asaets of 


FUGACY, Ghis Agreement shall: be of no force and effect. 


; 
9. This agreement shall be construcd and governed 


Sn accordance with the laws of the State of New York. 


10,° Any notice’ hereunder shall be in writing and 

shall be delivered personally or by certified mail, return 
receipt requested, to the respective pz 

address of cach herein set forth, or to such other address 


as either party may designate by a notice pursuant hereto: 


) ai If’ to DFT: 
c/o The Diners! Club, Inc. 
10 Coluinous Circle 


y y sity st TA we VN 
New Yor, Hew York 10 JO 


AGU: 


If to Employee: 


eat GC Pyxsehigca ESV TNs 
' 

: Wes“ wak, WME . 
« } 3 
« Be 


the parties hereto nave exccuted 


IN WITNESS Vi 


this agreement as of the day and year first above written, 


A : ‘ 
FUGAZY TRAVEL BUREAU, INC. (Delavaz 
> 
. A wi 
\ fc Uy VoTUSAZ SY 
ee: EmpJoyec ie 
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EMPIAYWENT AGREEMEN 


Employment Agreement dated the (OS= aay of 


1957, by and between FUGAZY TRAVEL B'IREAU, INC, 


ed "DFT"), a wholly-owned sub- 


called 
called the 


Ce ere 
‘ Emp LOVYeC 


nreay 
IUre av, 


reece 3] 
P 


MMeNnc Ly 


devote such 
by ‘the Boards 
agrees vo 


> 


1f request 


these ser 


2. 
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In full consideration of the performance of 


s and of the other covenants and agreements 


of the Employee hereunder, DFT will pay to him compensation 


during 


the 1i 
Nera 

I waif 

ina via A 

franc} 

inws of 

the anc 


year © 


t 
LL 
vf. ¢ 

A 
ts 
vel 


f D 


an 
bebe | 


ployment Period at tne rates and subject to 


sali 
such 
lovee 


2 


Percen| e co nsation shail be paid as fol] 
1 ” + + "4 . o f 
14 tat St i below: a Cee { 
: Aa rc ‘ 4 - $ “} + "yr 29 t 
1a t\ th period < ‘ C y 
> + 75 ¥ ae ~ cr , r 
1¢ $ l pay to Enplos 20% « tt 
4 De ™ ie cit ot ta " + t ¢ ¢ at + 
» i \ vs Uy 4 4 ' vi 
by such 4 month pe He ain aH eet (1 
ring rn Od; a i a | 
5 + , s = hh } Wr 1 
end of each fis L year, D sh pay to ] 
fy Wey = t+} Pa oe awn 05 a P| » 
1 any DY cn the tetel perc © Cok nsear 
oT . Bs o 
< { ¢ i Ne rpc SAP A |) ae en ies i 
ree} to Such Piseal year excess Une agar 
lal + a a em etl x 
ofore paid to mmployee or '§ yt . 
. } AA eee Veer ieieeenen te a Ye We enn t 
Such percentage compensation shall be subject v 


on of $2,500,000 and, in ack 


to 


tion of $259,000 for cach fisce 


and a pro rata portion thereof for each 


A-767 
period with respect to which such percentage coupensaticn 


4s payable. Subject to the aggregate dollar limitation 
hereinafter referred to, if the percentage cc ensatio 
computed as provided above for any applicable per’od exceeds 
the periodic dollar Jimitation for such period, the excess 
will be paid in the succeeding period or periods until the 
whole thereof has been paid, provided that the total amount 
of percentage compensation payable for any such succeeding 
period or periods shall not exceed the periodic dollar 
limitation applicable thereto, 

3, For purposes of Seetion e: 


\ s s . * . . . ns 
(a) Initial franc? > fees shall mean the initial 


from DFT to operate a travel agency under the Fugazy name, as 
consideration for the granting of such @ franchise. It is 
understood that the inj tial cash consideration to be required 

of each new frarnchi: shall be $25,000, which amount may be 
changed from time to time by DFT but in no event shall the ini cia) 
franchise fee, for purposes of this subparagrapr (a), be less 
than $18,750. Anything he:ein conteined to the contrar; notwith- 
standing, DFT shall ‘have the absolute and unreviewable discretion 
in the selection and approval of ne. franchiseesand nething herein 
contained shall in any way limit or restrict DFT's dlscrevion 

in such matters, including tho right, if it sc desi 3 NOX 

to grant any additional franchises. 


or portion thereof shall be the net earnings or DET £o 
such year, or the pro rata amount of such earnings attribu 
i} 


* 4 ny 5 2 A sA5F saree ae 
MeUnOUe any at WG VON 


table to such shorter veriod comouted 


for percentage compensation paid to the Enployee under this 


‘Agreement or to the Other Employees under te tas 


co + + de ew aA) b x 
agreements hereinabove re 


: erred to and after orovision— 


for federal and state incom2 taxes thereon (sithout 
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giving effect to any surtax exemption) determined in 


t 


accordance with Generally accepted accounting principles 


upplicd on a consistent basis, provided, however, that in 
the event DFT shall completely withdraw from the business 
-_ 


franchises, the earnings attributable to 


period subseguent to DFT's withdrawal from such 


on tne boeks of DFP in connection 


and assets being purchased 


is understood that tne net earning 


earned or 


SP iigelhA tT eS 


rpg cM Econ ae 


ie HAN eon 
RG Gh 


allocetion of income 2 KOENSEe Which way De netessary u 


paragraph (6) 
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4, (a) DFT may ‘terininate this agreement. and 
Employee's employment hereunder, at any time, upon written 
notice to Employee upon Employee's failure or refusal to 
perform any of the duties and obligations to be perfoimed by 
him hereunder or upon any material breach or material default 
by him of any obligation to be performed by him under or pur- 
suant to any other agreement with DFT ee Diners 


- or for any other valid cause. Such no 


ce 
je 
Lo) 
a) 
7) 
J 
5] 
i 
Ww 
n 
oO 
ct 


forth any grounds then known to DFT for such dismissal. Upon 


such terminetion DFT shall be relieved of a1] further obli 


ge- 
tions hereunder except for the oblisation to account to 
Employee for any amounts due, him under this agreement prior 
to such termination. 
~ te) “Pr Hey also terminate Employee's employment 
at any time without cause upon 30 days prior written notice 
to Employee provided that in the event of such termination, 
Employee sheli continue to be entitled to receive percentage 
compensation (but not the fixed.compensation specified 
in Section 2 (a)) at the same rate and on the same terms and 


conditions specified herein. 

(ce) In the event that the Emoloyee dies while 
stil. in tae enploy of DPY or while still entitled so poer- 
centage compensation under subvaragraon (bo) above, the ver- 
céntase comvensation etherw 


tinucd to be paid to his estate at the same rate and on the 


same terms end conditicns sdectfied herein. 


ean gs : 
5. DFP will be entitled to set of f and deduct froin 
amounts payable to the Employce hereunder any amounts due 


or payable to Dr by the Fiploycee whether unger this 


any agreement with Drf or Diners or otherwisc. 


of the ex 


e en envloyee of DFT 


Dal ee | 
eravet OF 


ne t1 
lubes er Santen 


others to vrovice 
x ae . + ! = va 
such servic y S any C1! 
in wihriie S 
or indirectly own, 
toe in the ownerst : 
emoloved by or con 
Lr re asian Sa yeate +45 c 
ee an: G2 @) > 
; ; es a. 
that is so enceced consar Fo 
Gas 
e¢ ss x Pes 1 » op 
the purposes of tt es 4 is 
, < oy 7 1) © 
ING: (NY) sh be ' bus S 
4 e a, 4 Se. VOT aro “ica ly 
a ue) ceury ee bss ee Svs ICei-} 
‘ : : : nee > ee eee Be ae ge 
agreed Co in writing, DPT will, upon the acauisition oF ent 


business and 


tinue to have, an exclusive rignt LO 


BUREAU, INC. or any derivation thereof as its corporate nane 


A-771 ; : 
and title and the sole right to use the tradenames "MUGAZY" y 


and "FUGAZY TRAVEL BUREAU" and ell of the trademarks, copyrights, 
heralds, insignias, service marks and trade signs or styles 
formerly owned by FUGAZY TRAVEL BUREAU, INC. and identified 

with FUGAZY TRAVEL BUREAU, INC. and the conduct of its busi- 
ness. The Employee nelnowledees the exclusive rignts of DFT 

as aforesaid and its rights with respect thereto shall nee we 
affected by the termination of this acreement, Employee's 


employment hereunder or any other relationship between DET 


| - and Employee. The Employee agrees for himself, his successors 
and assigns that during the period referrec to in Section 6, 
he and they will not directly or indirectly, whether through 


members of their families or otherwise, use or permit the use 


of his own name in connection with or as part of any trade- 
mark or trade style or in any other manner to be essociated 

or identified with, any corporation, firm or ther business 
organization, 9 5 in 2 business similar in an 
respect to t} businesses cancucted by DFP during suc period 
Employee agrees that. the ri dy at law for breact y him of any 
of his covenents contained in Sectio: 6 ee thas Section 7, 
shall be inadequate and DFJ’ shall be entitled to injunc 


‘ Son ere a¥a@ Zot Se rc a eae Fe ri : : BERR CR, 

covenanes wnicn ‘snell be en,ore ie iC LAS ag any 5 nes 
‘ SAA bak SoS laver fev Heve unoes ane othe? ee 

or remedies tnat cmoloyec Mey Nave una any GUNnel UPoOVlOS 2 O21 


KW > eens eV ayy ASE wpar ear! 
of this or any otner aprermen 


8. This agreement shall be binding 4 and inure 
to the benefit of the par hereto and eny st C LO 
the business of DPT out neither this agreement mer any Ms nos 
hereunder may be assigned, plecsed or enc yered by Diaploves 
without the written conse! te of DP Im. tie < prs ic 
not acauire tae businsss end asscis of Fugezy, Unis Agree at 


Hal) be of no ferce ent ofrecer. 
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. PLAINTIFFS ' EXHIBIT en 


SECURITIES AND EXCHANGE COMMISSION. 


WASHINGTON, 0.C. 29549 ‘ ‘ ae 


October 16, 1969 


¢ 
Mr. Alfred §. Bloomingdale 
. Chairman of the Board 
-Tho Diners' Club, Inc, 
10 Columbus Circle ‘ aS es 
New York, New York 10019 ESE yl Vie 


RE: The Diners' Club, Inc. 
: File No. 2-34442 
Forn S-}: 
Filed + August 28, 1969 


Dear Mr. Bloomingdale: 


We have the following comments on the above registration statement. It 
is noted that certain information is to be filed by amendment. 


Prospectus 


Cover Pare 


It is assumed that the information describing tha restrictions on sale 
and the escrow arrangenent relating t. hose 8,365 shares of common 
stock will be appropriately reviteds. 


_ Reference is made to item No. 4 of Securities Act Release No. 4936, 
in view of the fourth sentence of the first paragraph, please furnish 
as supplemental information the basis for the registration of such 
securities, ; 
” { 
Credit Card Division - Papes 7-10 


In connection with the table in the fourth paragraph on page 7, show 
tho number of cardholders in the United States and Canada and the 
number of cardholders dropped and/or cancelled for each country 
respectively. | 


Please reconcile by supplemental information the figures which are 
‘{ncluded in the second ig geo on page 8 with the consolidated 
Btatement of net darnings. Upon receipt of such information wa may 
have additional fondo The volume of charges by cardholders in 
the United States and Canada should be shown separately. 


Deeg: ig 


meted t PGR a 


. ve a tt Brnye 
Rep 


o- 


— ; . ae eas eae : 
Those oporations of tha company doscribed horoin which do not 
-contribute substantially to tho over all credit card division 


rovenucs should ba sodidentified. o 


Travel Division = Pagos 10-12 : PEE ae y 
In connection with the franchise progran described in the second para- 
traph on page 10, please furnish os supplomental information the cost 

of the initial franchise fee and the amount of tho continuing percentage 
of grocs salcs. : S 

Those operations of tie company described herein which do not contribute 
substantially to the over all revenucé of the LTravel Division should 
ba sodidcntified. 


Competition - Paces 14 and 15 


Please furnish as supplemental information the name of the two other 
redit card operations comparable with that of the Diners Club. _ os 


7 
4 
ee eer ee ee 


Description of Capital Stock = Pages 16 and 
Narket Prices 
Harker rice. 


Market prices should be updated to the latest practicable date. 


Dividends 


ee 


There should be included herein an appropriate crossereference to the 
“restrictions on the payment of dividends" described elsewhere in the 
prospeciuse ; 


Principal Sharcholders - Papes 1 nd 18 


Since the information contained in the footnotes is of material inpor- 
tance, expecially foomnote 2, it should be set in regular size typo. 


Fuoany Continental, Inc. of New York = Pape 25 
It appears the clause "a non-affiliated corporation" in the first line 
horein is inappropriate in view of the affiliation and should ba 


revised. 


The Continental Insurance Company - Pages 26~S0 


In cppnection with the transactions deseribod horein, thera should be 
a bric£ cummary included horoin giving the following: 


e 


(a) Tho nunbor of sharcs purchased entright by Continental and 
avorage prico per sharo; 


(b) The numbor of shares purchased by Continental pursuant to 
convertible features in tho Joan agreement and avoraga price per share; 
and 


(c) The total amount of loans outstanding with convertible 


foatures, the shares tlat could be-received by Continennal and 
average convorsion price por chare. 


Tho investment banking firms that assisted the registrant in its 
financing transactions should be, identified and consent should be 
furnished for the uso of theft name with she next amendment. 


The last sentence of subparagraph (c) on paga 30 should be charified. 
Inter-Service Club Card, Inc. =, Pare 31 


The clause "non-affiliated corporation" appears to be inappropriate in 
the first sentence and he appropriately revised. 


Pending Lermal Proceedings - Papes Slannd 32 
In connection with the suits discussed herein, you are requested to 
furnish as dupplemental information copies of the complaint, answers, 
judgments and appaals, upon review of such infomation wa may have 


4 
pe 
A 


. additional ¢afarmision 


Counsel rendering opinions herein should be named and 4 consent for 


the use o£ their name should be furnééhad with the next amendment. 


Selling Shareholders = Papes 32 and 33 


ALL of the stockholders of F.T. Ventures, Inc. and Jolin, Inc. should 
be identified along with this proportinate interast in those compakiase 


It 4s assumed that the information describing the restrictions and 
on sale and tha escrow arrangeimts will be appropriately rcuiced. 


The solling stockholders should bo made aware of item 53 of Securities 
Act Rélease No. 4936, Tho ropresentations required by item 43 of the 
above release should be furnséhed. 


& 


: 7 Part 11 


— 


Item 25 
Specific reference should be mado to those transaction which constitute 
Sales to Special Partios. 


Item 26 


The information hereunder should ba revised Wospecifically nama the 
persons to whom the securities were issued (or principals of any busie 
ness named herein) and describing bricfly the facts reliéd upon to 
mako the claimed ecxcmption from registration available. 

Undertakings 


aon omy 


The registration statement should include undertakings that: 


(a) any proppectus required by Section 10(a)(3) of the Securitics 
Act of 1933 will be filed by post-effectiva amendment to the repistzae 
tion statenent, and will not be issued until declared effective by 
the Commission, 


(b) for the purposes of determining any liability under the Act 
each post-cffective anencment may be deemed to be a new registration 
statemont relating to the securities covered thereby and the offering 
of such securities by such postecffective amcndrant may be deemed to 

be the bona fide public offering thereof, and 


(c) any post-effective amendmt filed will compay with the . : 
applicable forms, rules, and regulations of the Commission in effect 
at the tine such post-effective amendment is filed, 
{ 


General 


Your attention is directed to re ly 25 75 85 9 and 10 of the 
enclosed memorandun. | 


Additional comments will bo furnished as soon as possible upon 
completion of tho examination of tha registration otatemont by the 
accountants. Every effort is being made to completo thio examina- 
tion as carly as possibla. Me a 


Sincerely yours, 


- 


William C, Wood 
Branch Chief 
Divisdon of Corporation Finance 


Enclosure: General Commonts 


R-778 Pies ' 


COMMENTS GENERALLY APPLICABLE TO SECURITIES ACT FILINGS 


thik 


1, The prospectus should be updated wherever appropriate, 


2. If there has been no adverse trend in net sales, net carnings, 
and the rate of receipt of new orders since the date of the 
latest financial information contained in the registration 
stateimnt, please advise us accordingly by letter with 
supporting data, If there has been an adverse trend with 
respect to the foregoing, appropriate disclosure should be 
made in the prospectus including the amount of net sales, 
net carnings and net earnings per share for the periLod 
from the date of the latest finanefal {nfornmation 
included in the prospectus up to the most recent practicable 
date and for the comparable period in the previous year, 

The representations and letter called fur by Instruction $ 
to Item 6 of Form S-1 should be furnished, 


tive date for the aeaer registration st 
to whether the proposed offering has been revie 
by the NASD from the viewpoint of aia Assocation's rules 

and policies concerning underwriters' compensation and 
arrangements, and free-riding and withholding and what advice 
has been received as to the status of this review. 


ted chat this Division be advised, prior to the 
ec 


4. Te is acsured that each of the prospective undervriters has 
taken {nto account the amount of his proposed commitnent in 
Geternaining whether his participation {n the undervriting 
will affect the ratio of his aggregate indebtedness to his 
net capital required by the pr rovisions of Rule 15c3-1 as 
promulgated under Section 15(¢)(3) of the Securities Exchange 


Act, . 
5s~Please furnish by supplemental letter several days prior_to : 

‘the anticipated effective date, the indications ‘of interest 

in the proposed offering, In addition a copy of such letter 

and the amended prospectus shouldbe furnished the 

Regional Office of the Coumission, and the letter of trans- 

mittal to this office should indicate that such has~bee- 


egcomplished. 

6. Please infoma us supplewentally what definite arrangeronts 
have been mide by the issucr and the underwriter for the 
delivery to the uncervriter of certificates, in deliverable 
form in small denonsnations, at the tine of settlement or 


- aver «= 


«Qe 
Closing, to imke sure that there will be avallable for 
imoed{iate delivery to'custoiners the necessary certificates 
and whether the undervriter and dealers are in a position 
to make such immediate deliveries. In addiction, the 
fesucr {co requested to notify this division iiemedtately 
after the closing that its arrangement with the under- 
weiter has been carried out, 


7. Your attention is directed to Rule 470 which provides 
that amendsonts to registration statements must be 
identified as such on the cover page and must be numbered 
consccutively {n the order in which they are filed, 


8. Please inform us whether any state regulatory authority 
has indicated that the issue will net be pernitted to 
be qualified in such state and the reasons therefore, 


9, Any request for acceleration of the effective date of the 
registration statement should be made in writing signed 
by the registrant, the selling stockholders and the 
managing underwriter as applicable, -It fs suggested that 
cuch request be submitted at least three days prior to 
the effective date requested and be qualified + the 

phrase "or as soon thereafter as possible,". 


10. In order to expedite the exami! 
in response to this comnuni 
etaffl be Curnis 
amendnatat, inclu 


uding any , ti 
changes rade. It is also d that in addition to the 
number of prospectuses re Rule 425(a), at least 
six extra copics of the d in any amend- 
t 


ment be furni 


Wet Hy”. Be 780 “BOTEIN, HAYS, SKLAR & HERZBERG 


PO iaws a hcehieg fey 


fa “ye 200 PARE AVENUE 
s EW ORE AY. 200 


ae George Faunce’ i ae 
The Dinero? Club, Ino. 
30 Colurtes Circle . <7". * 
New York, N.Y. etree os 


4 = ‘ cara fens 5 mi 

at Hes am , steak 

Dear George: pee: Shar ee ie ae en ea Be 
Enelosed for your } 


with respoct to the registration oy 
this morning. We wiles spatula soon. as Pach dearke has ..«, 
had @ chanea to review tne © eno ook a Aaa ; 


Ploase udte that ‘the\ Yast pe inven of the paeer 
“tndteates that velnave not yet! foeceived the comsents tron 
thea SEC accountants on the fins 1oLal statens sacs st eee! 


oo 


necroly,., oe aS 


"BOTS, HAYS ‘ SKLAR te | HERZBE RG 


LIL¢so 
Enclosure 


co: Seymour Flug Ran As 
: Mattnew P. Gallaghor, dre, Nike 
», dules Ty Asch eat 
'. *WLIDiIanm D. Fugazy - 
- Philip Cchon Ag eh hs 
Edwin Heft — pee awed 


BEST COPY AVAILABLE 
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PLAINTIFFS' EXHIBIT 41 


I 
February 18, 1970 ae) 


Securities Exchange Commission 
Division of Corporation Finance 
Washington, D.C. 20549 


Attention: Mr. William C. Wood 
Branch Chief 


Re: The Diners' Club, Inc. 
Registration Statement 
(Form S-1) 

File No. 2-34442 
Filed August 28, 1969 


Dear Sirs: 


Pursuant to Rule 477, The Diners' Club, Inc. hereby applies 
for the Commission's consent to withdrawal of its Registration Statement 
(Form S-1) File 2-34442, filed August 28, 1969, and, subject to such 
consent, hereby does withdraw that Registration Statement. 


The Registration Statement was filed to register under the 
Securities Act of 1933 84,477 outstanding shares of the Common Stock 
$l par value of The Diners' Club, Inc. to be sold by certain shareholders 
who received such shares in connection with several transactions in which 
the Company acquired businesses now operated as subsidiaries. Of Such 
shares an aggregate of 8,365 were subject either to certain restrictions 
on sale or to an escrow arrangement. The restrictions on sale were terminated 
on October 1, 1969, and the escrow arrangement terminated on October 25, 1969. 
The 84,447 shares were being registered, pursuant to covenants entered into 
by the Company at the time of the several acquisitions, to permit public sale 
of all or part of them by the selling shareholders from time to time on the 
New York Stock Exchange or otherwise, since the selling shareholders and 
broker-dealers through whom such sales might be effected might be deemed 
to be "underwriters" within the meaning of the Securities Act. 


A-782 


Securities Exchange Commission February 18, 1970 
Division of Corporation Finance Page Two 


During the third quarter of 1969, through August 25, 1969 
(three days before the filing of the Registration Statement) the market 
price per share of the Company's Common Stock ranged from a high 
of $25 to a low of $19 7/8. Subsequently the market price declined 
substantially, and during the period from January 1 to February 4, 1970 
the high was $16 1/2 and the low $11 1/8. On February 4 the high was $13, 
the low $12 1/2 and the close $12 3/4. On February 5, 1970, The Continental 
Corporation published an offer (a copy of which is enclosed herewith) to 
purchase the Company's Common Stock at $15 per share. 


It is thought that those of the selling shareholders who wish to 
sell their shares may do so by tendering them to The Continental Corporation, 
and that, inasmuch as such a tender would not involve any public offering or 
distribution of the shares, the selling shareholders in tendering their shares 
to The Continental Corporation would not be "underwriters" within the meaning 
of the Act. As indicated in its offer The Continental Corporation already 
has a substantial investment in The Diners' Club, Inc., and is in a position 
to acquire all such information about the Company as a registration statement 
would supply. 


Accordingly, we submit that withdrawal of the Registration State- 
ment is consistent with the public interest and the protection of investors. 


On January 29, 1970, in order to respond to the request for a 
representation that none of the securities registered have been sold, the 
Company's counsel wrote to each of the selling shareholders to inquire 
whether or not in fact they had sold any of the shares. As yet replies have 
been received from only four of them, all stating that they have not sold 
any of the shares. The Company does not know whether any of the other 
selling shareholders have sold any of their shares but the certificates 
representing the shares bear a legend advising that there are restrictions 
upon transferability and the Company is advised by its Transfer Agent, 

The Chase Manhattan Bank N.A., that none of the shares have been 
transferred of record. 


Yours very truly, 


THE DINERS' CLUB, INC. 


GF: po By S/ George Faunce III 
bcc: Covington Hardee,: Esq. George Faunce III 
Samue? F. Howard, Esq. President 


i 
{ 
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PIAINTIFFS' EXHIBIT 42 “2b 
}) 
Fugazy %, 
Plaintiff's Ex; 22 For ID 1} 
Date: 11/11/71 Lester D. Isaacs <3, 
Shorthand Reporter *o 
March 11, 1970 
Samuel F. Howard, Esq. 
Kelley Drye Warren Clark 
Corr & Ellis 
350 Park Avenue 
New York, New York 10022 
Dear Mr. Howard: 
Re: The Diners' Club, Inc. 
SEC Registration No. 2-34442 . 


I have received a copy of the letter which Mr. George Faunce, III, 
President of The Diners' Club, Inc. has sent to the Securities and 
Exchange Commission under date of February 18, 1970 withdrawing the 
then-pending Registration Statement for 84,477 shares of its Common : 
Stock, including shares held by me and certain other individuals who 
were stockholders in F T Ventures, Inc. (formerly Fugazy Travel 
Bureau, Inc.). 


The Diners' Club, Inc. has an obligation to register the 
shares of its Common Stock given to the stockholders of F T Ventures, 
Inc. when its wholly-owned subsidiary acquired the assets of Fugazy 
Travel Bureau, Inc. pursuant to an Agreement dated October 10, 1967. 


Under the provisions of Sections 10.2(a) and 10,2(b) of that 
Agreement, and Section 5 of the Revised Employment Agreement, these 
shares were to be registered unless the attorneys for Diners' Club, 
Inc. concluded that these shares of Common Stock could be sold without 
a Registration Statement. If that is your conclusion, I would appreciate 
promptly receiving an opinion from you indicating that these shares 
may now be sold without the necessity of registration under the Act. 
In the absence thereof, I must ask you to advise Diners' Club, Inc. 
that I request it to reinstate the Registration Statement in order 
that Diners' Club may fulfill its commitment under the October 10, 
1967 Agreement. 


Sincerely, 


S/ Otto Marx, Jr. 


cc: Mr. George Faunce, III Otto Marx, Jr. 
Mr. William D. Fugazy 
Mr. Louis V. Fugazy 
Mr. John V. Summerlin 

be: Mr. Granvil I. Specks 


KELLEY 


COWARD Kn. BACHMAN 
TRAMMLIN &. BOMRARO 
FRANCIS £. OL WSEL 
WILLIAM ©. BLIND 
LEONARD A, BLUE 
HEWITT A CONWAY 
JOWNM J COSTELLO 

G. CLARA CUMMINGS 
EUGENE 1. OAGIL MONT 
HAROLD &. DONEGAN 
JOMM Ww. DRYE, IR. 
MOBCRT CHRENBARO 
®. MARRISON FRANKEL 
LLOMARO FP. CAINGS 
COVINGTON HAWOCE 
C. PARKER MAYOLM, JR 
TRANR HO MCISS 

CUD GLO. ROLMAN 

W. GUINEY MUNSICRER, 309 
TMCOUGRE ®. ISL RMAN 
Honey ©. ROLLEY 
LELAWD J PARRLEY 
CHARLES OLCHLER 

J. CULSERT PALMER 
THEODURE PLARSOM 
ALFRED W. ROBLATS 
FREGUARICR YT. SHCA 
PATOLRICKR M. STONES 
ALBERT J. WALHER 
LOUIS 8. WARREN 


Mr. Otto Marx, 
Marx & Co., Inc. 
4O Wall Street 


Jr. 
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PLAINTIFFS' EXHIBIT 43 


DRYE WARREN CLAR* CARR & ELLIS 


350 PARK AVENUE 


NEW YORK 10022 
752-5800 
March 16, 1970 


liew York, New York 10005 
Re: The Diners! Club, Inc. 
____SEC Registretion Ho. 2-3hihe 
Dear Mr, Marx: 


A 
eo 
\ 


oe. 
| G 


DOWNIOWN OFTICE 
120 BROADHAT 
NEw YORR 10005 
B4B-2020 


CABLE “LAwryeR ir” 


/ 
“Nr 
— t 
Sw 


Thank you for your letter dated Narch 11, 1970 


about the withdraval of the Registret 
biners! Inc. Registration No. 


At the request of Covington Hardee, Esq 
mit to you herewitn a copy of the opinion dated F 


2-344ke. 


1970 about which you inquire. 


Yours very truly, 


bf Fl 


Fa 


SFH: rh 

ec: Mr. George Faunce, 
Mr. William D. Fugazy 
Mr. Louis V. Fugazy 


ion Statement of The 


-j &L& trans- 
ebruaery 20, 


CHICAGO 
SAN FRANCISCO 
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NATIONAL QUOTATION BUREAU 


INCORPORATED 


116 NASSAU STREET 


New Yoru, N. Y. 10038 


R12 — 340-1800 


M 
A REPORT 


AY 


8, 


1975 


id% 


BOSTON 
LOS ANGELES 


QUOTATIONS - ON THE NEW YORK STOCK EXCHANGE AS RECORDED IN THE 


WALL STREET JOURNAL. 


ISSUE - DINERS CLUB INC (NEW YORK) CO} 
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PND rel weet et et et et 
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SALES PRICES 


HIGH _LOW. CLOSE 

25 1f4 23 172 25 1/8 
25 5/8 24 7/8 25 

24 1f4 22 af4 23 272 
25 23.1/2 25 

25 3/8 24 1/2 24 3/4 
25 7/8 24 5/8 25 7/8 
27 26 o6 172 
27 24/2 7 

27 3/8 26 1/2 26 1/2 
26 7/8 26 26 

26 7/8 26 26 5/8 
27 1/4 25 5/8 25 5/8 
e7 2/8 27 27 778 
28 5/8 27 3/4 27 7/8 
go ays (82 ive 8 2 34 
28 3/8 27 3/4 28 3/8 
a0 3/8 28 172 29 3/4 
31 3/8 28 5/& 31 

30 7/8 29 5/8 30 5/8 
33 1/4 36 3/4 x7 ive 
32 3/4 31 5/8 31 3/4 
34 31 1/4 34 

33 7/8 32 3/4 33 7/8 
STOCK EXCHANGE CLOSED 

35 1/8 33 7/8 34 7/8 
34 7/8 33 3/4 34 

34 1/2 33 7/8 34 3/8 
34 5/8 34 1/8 34 1/4 
36 3/4 34 3/8 36 1/4 
a7 Ae 35 12 36 7/8 
39 36 5/8 39 

40 1/2 39 39 3/8 
a9 3/8 328 174 38 1/4 
39 1/8 37 1/2 37 5/8 


1967 


JULY 


AUGUST 


SEPTEMBER 


19 
20 


ONDMONP HOW ON PwWnr— 


nd ed ed ed ned et 


ed cet ed eed et ed ond 


37 


1/4 


STOCK 


V/2 
5/8 
3/4 


3/4 
1/8 
7/8 
1/8 
3/4 


3/8 
1/4 
1/4 
1/8 
1/4 
5/8 
7/8 


36 1/2 

38 

37 3/4 

36 5/8 

37 

38 3/4 

3g 

38 

37 1/2 

37 1f2 

38 

37 fe 

37 1/4 

37 

37 

31, 1/2 

38 1/2 

37 3/4 

36 3/4 

35 3/4 

36 

36 1/4 

36 

35 1/2 

36 

36 

34 7/8 

34 3/4 

33 1/4 

34 3/4 

35 

35 3/8 

36 5/8 
EXCHANGE 

37 

37 fe 

39 1/4 

39 5/8 

40 1/8 

39 1/2 

38 

38 5/8 

38 

37 1/4 

37 

36 3/4 

37 

3? 178 

38 

37 

36 172 

30° Ae 

36 fe 
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OCTOBER 2 aver | G2 36 1/2 36 7/8 
3 37 36 3/8 - 36 5/8 
“4 36 3/4 36 1/8 36 1/4 
5 36 1/4 35 3/4 36 
6 37 35 1/4 35 5/8 
9 35 3/4 35 1/4 35 1/4 
10 36 5/8 35 1/4 36 5/8 
1 87 if2 36 172 36 7/8 
12 37 1/8 36 1/2 36 3/4 
13 a7 1/4 36 36 
16 36 25 36 
17 35 3/8 34 5/8 35 
18 35 34 1/2 34 3/4 
19 35 1/4 34 1/2 34 1/2 
20 34 5/8 34 1/4 34 5/8 
23 a4 3/6 33 1/2 a5 1/2 
24 a6 1/4 3 Tye $2 472 
25 ; 34 1/4 33 34 
26 36 1/4 34 1/2 36 
27 a7 4/4 36 Ive 36 3/4 
36 37 1/8 36 5/E 36 5/8 
3] 36 3/8 35 35 
NOVEMBER 1 35 1/4 33 3/4 34 
2 35 34 1/2 34 1/2 
3 34 7/8 34 1/4 54 1%? 
6 35 34 1/4 35 5/8 
7 STOCK EXCHANGE CLOSED 
8 35 1/4 34 1/4 34 3/8 
9 35 34 1/4 a 
10 37 35 35 7/8 
13 38 5/8 35 5/8 38 
14 37 1/2 36 5/8 36 3/4 
15 37 1/2 26 37 1/2 
16 a7 474 oF 49 37 1/4 
7 37 1/4 36 36 1/4 
20 35 1/4 34 1/8 35 
21 37 35 3/8 37 
22 39 ay fa 39 
23 STOCK EXCHANGE CLOSED 
24 39 3 37 3/4 
27 a7 aya 3 37 3/4 
28 37 5/8 36 37 
29 a7 77e 39 37 172 
30 37 7/8 37 37 1/4 
DECEMBER 1 38 1/4 37 1/4 38 1/8 
4 40 1/4 28 1/8 40 
5 40 278 38 1/4 39 1/4 
6 39 3/4 39 1/4 39 1/4 
7 40 1/2 39 1/2 39 1/2 
8 42 7/8 40 42 7/8 
a 43 5/8 42 1/2 43 1/4 
12 44 ‘3° 43 1/8 
13 43 Iya o2 3/4 42 5/8 
14 A? 3/8 A) 1/4 41 1/2 
15 41 5/8 39 3/4 40 1/4 
18 4) 40 4) 
19 42 1/2 41 41 1/2 


1967 
DECEMBER 
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FEBRUARY 


20 
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42 3/4 41 3/4 
45 U2, 42 242 
46 44 

STOCK EXCHANGE 
46 1/2 46 1/4 


49 1/8 47 
49 1/2 48 1/8 
48 3/4 48 


STOCK EXCHANGE 
48 1/2 45 3/4 
48 1/2 47 3/8 
47 5/78 47 1/4 


47 V/2 45 

45 1/4 43 1/4 
45 3/4 44 

46 45 1/2 
46 1/4 46 

46 1/2 46 

46 3/4 46 1/4 
46 3/4 46 1/8 
47 46 1/4 
47 1/8 46 3/4 
a7 V/S 46 1/2 
48 46 1/2 
48 47 1/4 
47 46 1/4 
47 1/4 45 

46 1/2 45 1/4 
45 44 1/4 
43 7/8 42 3/4 
43 1/4 42 5/8 
44 42 7/8 
43 3/ 43 

42172 41 v4 
42 40 3/4 
43 41 3/4 
41) 3/4 40 


39 1/4 37 ‘L/e 
STOCK EXCHANGE 


a9 1/2 38 
29 1/4 39 
An tpe 99. ¥72 
40 1/2 40 1/4 
40 1/4 39 3/4 
40 39 3/4 


41 3/4 40 1/4 
STOCK EXCHANGE 
42 1/4 40 1/4 
39 374 "38 )y8 
38 174 86 Lhe 
$9 1/4 37 3/4 
38 1/2 37 3/4 
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PLAINTIFFS' EXHIBIT 55 


Mr. Alfred Bloomingdale May 16, 1969 


George Faunce 
CONFIDENTIAL 


Otto Marx' Registration Request 


On May 141] had lunch with Otto Marx primarily for the purpose of 
discussing with him his registration request and the available alternatives. 
As you know from Julian's recent meeting with Otto, the only alternative 
proposed was for us to carry the interest on the FT Ventures loans and 
buy in 1/6 of the stock at semi-annual intervals over a three-year period 
at the current market. It appears from talking with Otto that we would 
not necessarily have to lay out the cash for the stock at each semi-annual 
interval but could balloon it at the end, paying the aggregate based on the 
various seroi-annual market prices. Of course, an arrangement such as 
that would mean a significantly higher interest burden. 


Otto gave me the arithmetic on the present loans outstanding. $1,350,000 

is owing to the Chase Mavhattan Bank at 1/2 of 1% over the prime rate 

and $686, 383.58 is due Marx & Company, Inc with interest at the prime 
rate. This represents an annual interest burden of approximately $160, 000. 
In my opinion, that makes the price of the semi-annual purchase alternative 
toc steep. I would recommend that we consider proceeding with registration, 
which I am tuld will cost in the neighborhood of $30, 600, in the absence of 
some other alternative. Of course, half of the cost of registration would be 
borne by Otto Marx. 


4) 
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cc: Mr. Harold Johnson! ~ 
Mr. Julian Weber 
Mr. Jules Asch 
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488 MADISON AVENUE, NEW YORK, NEW YORK 10022/ PLAZA 11-3434 


OFFICE OF THE PRESIDENT 


April 14, 1965 


Mr. Al Bloomingdale | 
President : i 
Diners’ Club : : | 
10 Columbus Circle | 
New York, New. York. 


Deor Al: 


It has been some time now since you and Otto mutually agreed to cease 
negotiations: Since that time | have given the matter a great amount of thought 
and | think it only feir to all concerned that | write this letter with the possible 
hope that it will clarify some issues that were raised during your discussions with 


Otto. 


| was quite excited over the possibility of our having a joint venture or 
working out a merger, as | have always been extremely confident in the success and 
development of the Diners' Club. | um also perhaps betier aware than anyone else 
in the travel field of the tremendous danger that American Express caused by their 
credit card facilities. | was really keyed up over the prospects of fighting them in 
Conjunction with Diner's Club and also very thrilled over the possibility of working 
with someone as enterprising, energetic and talented os you ~ and fiom that stand- 
point | am disappointed. - 


1 can fully appreciate a decision being made based on sound business 
judgment, but | certainly connot understand one being made based on rumors and 
innuendos. As | understand it from Otto, you stated that | was recently confronted 

_with @ problem becouse | was involved with some sinister people and that it was 
necessary for my friends to come to my rescue. | can assure you that no such an event 
ever occurred and it is a complete fabrication. Despite the fact that we may have 

Sioredtse essen ony forthar negctiations, would nevertheless like the record to 


show clearly ihe * no such event ever occurred. 


During my years in business, | have been exposed to ali types of individuals, 
as it is rather difficult to lead a sheltered life in today's business world. Nevertheless 
I can ossure you that | have always bven extremely careful in my associations and have 
never permitted myself to become invoived with people whose reputations were question- 
able. | em quite sure that us0n examining my personal background and looking at the 
positions of honor that | have been given in the Church and the U.S. Navy, you will 
reolize thot such a story could not oe foctual. 
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‘-Mr.-Al Bloomingdale April 14, 1965 


The travel business is very difficult and many of the people in it. seem 
to spend the greatest amount of their time attacking each other while ignoring 
the possibilities of creating new markets and new methods to sell their products. 
Ever since my inception into this business, | have continuously refused to permit 
myself to become involved in the politics of the industry or to be associated with 
organizations that had continuous political issues. Having advanced ourselves 
from a small agency to the number three spot wos not an easy task and | am sure 
we have an 


jonized many of our competitors because of our keen attempt to 
develop business. 


| fully realize how created stories like this, especially obout a well- 
snown person such as myself, makes for good gossip. | nevertheless think that a 
person of you. intelligence should look into the matter more fully before accepting 
the facts as statec. That you mentioned a sinister element caused me particular 
grief, because during the time | was associated with boxing, | waged a very bitter 
war against oll such elements and was successful in keeping them out during my 
short tenure of office. The Saturday Evening Post even raid me $10,000 for a 
story describing my fight egainst the underworld, and,many public officials 
n what they considered o very courageous stand. 


complimented me 


Perhaps this letter may appear to be just an exercise in futility to you, 
but | think you can appreciate my feelings and emotions when someone has 
slandered me for no reason whatsoever. | am certain that you will never permit 
me to confront the person who told you this story. | am also confident that upon 
thinking the matter over, you will realize that perhaps the person had a purpose 
in creating such a situation and perhaps has directly or indirectly benefitted from 
the apparent results obtained. 


, I siand ready, willing and able to defend my name and reputation, and 
that of my fomily, if you think it necessary and would welcome the oppo.tunity to 


disprove such unwarranted accusations. 


Although we were unable to conclude anything with our negotiations, 
I can assure you that | enjoyed being with you and discussing such interesting 
aspects in the future growth of the travel business through the credit card system. 


With best wishes, | om, 


ei . 
Sincerely yours, 


Pt cau 
WILLIAM DENIS FUGAZY 
WDF:av President 


DEFENDANTS' EXHIBIT F 


FUGAZY TRAVEL BUREAU, INC, AN SUBSIDIARIES 
Financial Statements 
June 30, 1967 


FLGAZY 


PENNS 


THE ACCOMPANYING FINANCIAL STATEMENTS OF FUGAZY TI 


BUREAU, INC. AND SUBSIDIARIES ARE PREPARED IN ACCORDANCE 


ae 
WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPALS CONSISTENTLY 


APPLIED. 


\ 


iy 


"0 ie WwW ee : 


a 


——— eee Te an 
Otto Naxx , Jx., Chairman of the Bo 
‘ 


rs 


Williaa Denis Fugccy, 


FUGANEN TRAVEL dst st 


| 
| 


Assets 


L sep assets 
| 


Ae see aeceivable (less reserve $87, a0) Ghote 1) 


“L. aes pecedvable = Current Portion 
| said Expenses, Deposits, etc. 


. | p2welvadie + Due Through 1972 


mre, Foutonent and Imorovements = At Cost 
accusulated Depreciaticn 


passets 
tseat in and advances to franchise offices 


tcent in Foreign Subsidiary 
seed Charges 
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“ble Assets 
vill (Note 2) 
wuization Expense 


Total 


] 
{ 
} 
| 
| 
| 


D] a A ue ite : 


GAZY TRAVEL SiR REAU, 
Consolidated Balance Sheet 


(169,460) 


Se ean n Tonttelnd 


comnenmcrena race nce 


INC. AND SUBSIDIARIES 


June 30, 1967 


(Unaudited) 
Liabilities and’ Stockholders! Eeutty 
Current Liabilities ; 
$ 5,507 Account Payable and Custozer's deposits 
1,770,938 Accrued Expenses 
91,750 
229788 
2,097,983 Long Term Liabilities * 
297,548 Notes Payadle to Stockholders $ 825,c00 
Notes Payable to Travel Credit Corp. * 1,465,000 
Stockholders' Equity 
99,830 67% cumulative preferred stock - $20 par 
value, authorized = 16,000 shares, 
issued - 9,950 shares’ (Note 3) 199,000 
6% cumulative preferred stock - $15 par 
value, authorized 10,000 shares, 
issued 2,997 shares (Note 3) 44,955 
Common Stock - $10 par value, authorized 
7,500 shares, issued 4,500 shares 45,000 
326,348 Paid in Capital 6,000 
‘ 294,955 
Retained Earnings (Deficit) 
Beginning of period - ($82,416) 
Net income for period se tS O99) 
1,408,516 End of period _* — 194,317) 
$4,230,225 


Total 
eet SS 


See Notes to Financial Statements 


BEST COPY AVAILABLE 


* (499 3£2) 
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FUGAZY TRAVEL: BUREAU, INC, 
Consolidated Income Statement sis 
For The Nine Months Ended June 30, 1947 


(Unaudited) 
Revenuc : go 
Commissions on commercial and general travel $ 732,281 
Gross profit on tours : : 178,416 


Income from sales ef franchises (including $300,C00 
for existing offices) 610,500 
1,521,197 


Selling and Administrative Expenses 


Salaries, wages, and commissions WO9GT2S 
Telephone and Telegraph 82,384 
Rent Pe Perea cae: 60,433 
Professional fees brie Eek 40,938 
Taxes (principaily payroll taxes) : 45,694 
Travel and entertainment : 48,193 
Provision for doubtful atcounts z a 39,060 
Insurance aise eee § ,006 
Depreciation and amortization Poa j 23,718 
Stationery and printing aed 19,384 
Advertising and sales promotion — me 76,539 
Other : - 168,916 


1,322,986 
Petes eee ee es 


Income From Operationa Including Inconie From Sales 


of Franchioes THUS TT 
Interest Expense ee bee 110,112 
Net Income : Go Pea ye i ‘ $ SES 


See Notes to Financial Statements 


9/13/67 


' 
1 crapdhenipepieeeapestenanenetitieesieiapetieaprenemeninanipsidldnemgiee-weeresened: hagas taaiciedabattnien seat omarsthaderansecioaatctakecmdmameseaamdaetee caren metuiateieaeee 
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FUGAZY Th UREAU, INC. AND SUBSIDIARIES 
Notes to Financial Statements 
June 30, 1967 


ey Mean clea 


1. ACCOUNTS RECEIVARIE 

As of June 30, 1967, substantially all of the Accounts Reccivable 
are pledged to secure borrowings from Travel Credit Corporation, an 
affiliated company. 


The Company and Subsidiaries were purchased by the present owner- 
ship in March 1963 from Tower Universal Corporation (subsequently 
Tower Credit Corporation, now in receivership) for $1,500,000 in cash 
and notes. As of the purchase date, the consolidated liabilities 
excecded the tangible assets by $169,238. At that time the entire 
purchase price plus this excess was charged to Goodwill. On Auguat 
22, 1967, the unpaid balance of the notes of $900,000, was setticd 
for $265,000 and the difference less costs reduced Goodwill. The 
accompanying balance sheet at June 30, 1967 gives effect to this 
settlement. — 


3, DIVIDENDS 


No provinion han been made in the accowpanylag Conane tal atatementsy 
for dividends in arreary since issuance for the two clases of 6% 
preferred stock which amounts to approximately $63,000. The major 
portion of the stock is held by the principal common:stockholder. 


4. FRANCHISE PROGRAM 


The commercial and general travel formerly handled hy the Company 
directly is being franchised through a branch development program 
including the franchising of certain existing offices. As of August 
1967, three Company owned offices have been so franchised and 23 new 
offices opened. The Company is to receive a royalty based on the gross 
revenue of these offices. 


5. SURSEQUENT EVENTS 
QURSEQUENT EVENTS 


On July 20, 1967, the Company entered into negotiations for the 
sale of substantially all of its assets to The Diner's Club. The 
outcome of these negotiations is not presently determinable. 


9/13 /67 bo |, . . : 
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ae. 
Fobruary-26,1903 


TOVER-FUGAZY AGREBNENT 


i | 
te 


This AGREEFENT dated as of the 15th cay of 
February, 1063 by and among FUGAZY TRAVEL BURFAU INC., 
a New york corporation, (hereinafter called "Pugazy"), 
Louis V. Fugazy (hereinafter called "“Louis"), william Dp. 
Fugazy (hereinafter called "William"), and Tower 
Universal Corporation, a Delaware corporation, (herein- 


after called "Tower" 


called the “July 26,1961 Agreement'")relating to the exchanze 
of stock of Fugazy held by Touis and William for shares of 
Class A stock to be issued by Tower (the name of which 


was then "Tower Acceptance Corporation"); and 


WHERBAS, such agreement of July 20,1961 was 


amended by letter agreements dated July 27,1961 and october 


,1961; ena 


rw) 
W 


WHERBAS, Louis and William received under the 


July 26,1961 Agreement an agrregate of 44,361 shares of 
Class A stock of Tower, of which 10,000 shares are held 
for their account in escrow by Saxe, Bacon & O'Shea 


pursuant to the provisions of Section 2{a) of said Agreenent; 


and 


WHEREAS, Wiliiam 1s a purty to an Employment 
Agreement with Fugazy dated Noverber 1,165] under which 


Tower has iuaranteed the performance of cortain obliga- 


tions of Furazy; and 
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WHEREAS, Tower proposcs to sel) all of the 
outstanding shares of Furazy to a third 7; irty and in 
so doing will be obliged to make certain representations 
and warranties covering Fugazy and affiliate’ corpora- 


tions. 


+ 


“WHEREAS, the parties hereto wish to make a 
further amendment to the July 25,1961 Agreement and to 
terminate Tower's guarantees unJer the aforesaid 


employment agreement. 


NOW, THEREFORE, in consideration of the foregoing 
recitals and the mutual covenants herein contained, it is 


hereby agreed as follows; 


Le «AGS seveenenee and releases contained herein 
are subject to the consummation of the. Closing of the 
Anreement to be executed among Tver, Travelmarx, INC ss 
Fugazy and otto Marx, gr. (hereinafter called.the “purchase 
Agreement"), a copy of which is attached as Exhibit A 
hereto, including the satisfaction of any conditions 
subsequent set out in such Purchase Agreement or amend- 
ments thereto. If such Closing is not consummated or 
4f such conditions subsequent are not satisfied (or waived) 
for any reason whatever, this Agreenant and all provisions 


hereof shall be null and void. 


2. Tower hereby releases Jugazy, Louis end Willian 
from any and all claims or demands, past, present or future, 
which Tower may have arainst Fuzezy, Louis and William 


pursuant to the representations and warranties contained 


in Section 6 of the July 26,1961 Azreamont. 
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3. The provisions of Section 2 of the July 26, 
1°61 Agreement are hereby deleted and shall be of no 
further force and effect. In lieu thereof, it is hereby 
agreed that Louis and William hereby accept the total of 
44,361 shares referred to in the third recital of this 
Agreement as payment in full for the shares of Fugazy 
delivered tc Tower upon the closing of the July 26,1961 
Agreement asp amended, and in full satisfaction of any 
and all claims or demands, past, present or future, of any 
character or nature which Louis or William may have 
acainst Tower arising out of such Agreement as amended; 


and hereby release Tower from any and all such claims or 


4, Tower hereby waives and releases any and 
all claims or demands, past, present or future, which it 
may have against J.ouls or william for the return of 
shares of Class A stock of Tower pursuant to Section 2 
of the July 26,1661 Agreement and the amendment thereto 


dated October 13,1961. 


5(a) Louis and William agree that the 10,000 
Shares of Class A atock of Tower held in escrow by 
Saxe, Lacon & O'Shea shall continue to be held by such 
firm 4n escrow pursuant to the July 26,1961 Agreement, 
88 amended by this Agreement, as security for any claims 
which Tower may have against Louis or William pursuant 
“to the representations, warranties and indemnity agreement 
made by them pursuant to paragraph 6 hereof. In the event 
of an arbitration award in favor of Tower with respect 
to any claim against Louis or William for which such shares 
are held as security, or 4in the event that any Gcuch claim 


4a reduced to final judgment ina court of competent 


jurisdiction from which no appeal is pending or can be takon, the escrow 
agent shall be authorized to deliver to Tower such number of shares as may 
be necessary to satisfy such award of judgment, valuing such shares at the 
closing pbles of the Tower Class A stock on the American Stock Exchange 
on the date that such shee or judgment fs. entered. Upon the termination 
of the cscrow, any balance of sharea remaining thereunder shall be delivered 
to Louis or William, their successors or cenieas as their interests may 
appear. 

; 

(b) The aforesaid escrow shall terminate upon the de- 
lUvery to Tower of a release from all of the parties to the Purchase Agree-~ 
ment other than Tower, in which Tower is released from all further claims 
or demands, past, present or future, of such other parties under the Pur- 
chase Nebwwnnent other than claims under Section ii (bj) thereof; ar upon 
the latest of (i) the expiraticn of the applicable periods of limitations with 
respect to all of such claims and lei (il) the final disposition of all 
litigation respecting such claims or demands timely commenced; or (iif) 
the due disposition of finds held in escrow under Section 12(g) wi the Pur- 
chase Agreement as the result of such clalins or demands unless such fund.’ 
ere heid in escrow as a result of claims or deovaide arising under Sectic 


Ll (b) of the Purchase Agreement. 


(ch Lov's or William shall have the rigat, at any time 
and from tine te time, to obtain the release of the shares of Clara A stock 
of Tower held for tacir account in Seen under paragraph (a) of thio Section, 
upon scale aushe depositing with the escrow agent readily marketable 
securities which have a fair market value at such time of at least $50,000. 


The valuation 
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of the proposed substituted collatoral is to be dotermined 


-by the Board of Directors of Tower, and such valuation, if 


made in ¢00d faith, shall he conclusive. 


(ad) In the event that Saxe, Bacon & O'Shea shall 
cease to serve as counsel for Tower, Tower shall have 
the right to direct Saxe, Bacon & O'Shea to deliver the 
shares held in escrow to such other firm of attorneys 
as may then bo serving as general counsel for Tower, 
wide firm shell hoid such shares as substitute escrow 
agent hereunder. Notice of such substitution and the 
acceptance of the escrow by the substituted escrow agent 
shall be given in writing 6 Louis and william simultan- 


eously with such substitution. 


6(a) Louis and william represent and warrant — 
that, insofar as the representations and warranties set 
forth in Section 1 [except paragraphs (c), (da), (e) and (q)) 
of the Furchase Agreement relate to the Fugazy Group 
‘Corporations (as defined in said Purchase Agreement) 
such representations and warranties are true and correct; 
and that Tower will suffer no loss, Gamage or expense 
of ‘vet character, including attorney's fees and expenses, 
as a result of making such representations and warranties. 
It 4s understood and agr:ed that Louis and william shall 
have no l4ability to Tower by reason of any liability 
which Tower may incur under the provisions of Section 


11(b) of the Purchase Agreement. 


(b) Louis and William further represent and 
warrant that any representations and warranties concerning 
the aforesaid corporations: (except as indicated in 
Paras r ph (a) of this Section 6) made in any certificates 
or letters delivered by officers of Tower at the Closing, 
of the Purchase Awreemant, if such certificates or 
letters are delive:si with tho written consent of 


‘ pouis and William, will be true and correct and that 


Towser will suffer no loss, damage or expenee, including attorney's feos and 
expenses, og a veoult of delivering such certificctes or lottorg insofer aa 


they relate ta the aforegaid corporations. 


° {c) Notwithstanding the release of cluime and domanda 
eet forth in Soction 2 hereof, the ropreoentaticng and warsonties of Loule 
end William Ja Paragrapke (2) and (i) of thie Section 6 chalk be applicable 
sunsodawe of the time of occurrence of the events or otate of facts aaa 
reault of which the vepreeentations and warrsntica In Section 1 af the 


Purchase Agreoment are not true and correct. 


(4) Loufo aod Willlem further egres to cross-indeimally 
‘Tower against any Mablity which Tower may incur under the provistons of 


Bectlon If (x) of tha Purchese Agreameont. 
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(e) For the purposes of this paragraph, offsets 
"made against the Secured Note referred to in the Purchase 
Agreement shall be considered as a logs, Jamara or 
liability incurred by Tower, except insofar as such offests 
arise out of a claim against Tower under Section 11(b) 


of the Purchase Agreement. 


(f) Notwithstanding anything contained in 
the foregoing provisions of this Section 6, Louis and 
William shall have no liability or responsibility of 
any character to Tower by reason of any liability which 
Tower may incur as the result of an undisclosed 
Aiability of Tom puffy Travel Service Ine., Percival 
TOUTS, INC, Travel, Ine., Westheim Travel Service 
Inc., or Westheim Travel Service Ine. of Stanford 
which arose out of acts or omissions occurring prior 
to the acquisition of control of the respective 
corporation by Tower and of which neither Louis nor 


William had actual knowledge prior to the date hereof. and which 
they did not disclose to officers or ‘Girectors of Tower. 


7. William does hereby release Tower from any 
and all claims or demands, past, present or future, of 
any character which he has or may have against Tower 
pursuant to the Employment Agreesent dated November 1,1961 


referred to in the recitals to this Agreement. 


8. Any) controversy or’ claamiarlsing out of ior 
relating to this Agreement or the breach thereof shall 
be settled by arbitration, such arbitration to be held 
4n New york City in accordance with the rules of the 
American Arbitration Association and juigment on the 
award rendered by the arbitrator may be entered in any 


court having jurisdiction thervof, 


_ 


9. fll rights and remedics of Tower hereunder 


-and under any other document made pursuant to or 


4nceidental to this Agreenent or otherwise snall be 
cumulative and severable. The exercise by Tower of 

any one or more richts or renecies hereunder or thereunder 
*shall nae preclude Tower from exercising any other of such 
rights or remedics hereunder or thereunder at the same 

or any other tine oy times; nor shall the invalidity 

of any term or provision hereof or of any such document 

or 4nstrument rencer invalid any other term or provision 


thsreof or hereof. 


10. Ali notices, requests, consents and other 
communications hereunder shall be in writing and shall 
be delivered by hand or mailed by registered or certifiec 


mail, postage prepaid, addressea as follows; 


If to Tower; 


JPowar Universal Corporation 
331 Madison Avenue 
New York, W.Y. 
with a copy to: Strasser, Spiegelberg, Fried & Frank 
. 120 Broadway 
New York, N.Y. 


If to Fugazy: 


President, 

Fugazy Travel Bureau Inc. 
351 6th Avenue 

New york, W.Y. 


with a copy to: Kramer, Farx, Greenlee & Backus 
29 Broadway 
New York, N.Y. 


If to Louis or William Fuvazy: | 


c/o Fuzazy Trave) Buresu Inc. 
351 6th Avenue 
New york, N.Y. 


_with a copy tvo:. JoSepk F. Rosiano, §E5q. 
277 Brasdauay 
New York, N.Y. 


=9. 


Any party shall have the right to specify in 
writing a change of address to which subsequent notices 


to such parties shall be given. 


ll. This Agreement supersedes all prior negotiations 
>» and contains the entire understanding between the parties. 
It may be modified only in writing signed by the party 


“es 


against whom’tho inodification is acserted. 


12. This Agreement shall be interpreted in 


accordance with the laws of the State of New York, 


13. This Asreement chall inure to the benefit 
of and be binding upon the heirs, successors and assigns 


of the respective parties hereto. 


IN WITNESS WHBREOF, ths parties reto have 


executed this Agreement this day of February,1963. 


FUGAZY TRAVEL BUREAU INC. 
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Assignment 


KNOW ALL MEN BY THESE PRESENTS, that GRORGE E. ALLEN, 
as Successor Trustee in Proceedings for the Reorganization of 
Corporations in the United States District.Court for the Middle 
District of Florida, Tampa Division, In the Matter of Tower 
Credit Corporation, a er corporation, and Consumer 
Credit Corporation, a Florida corporation, et al, Debtors, 

No. 66-171-Bky-T (hereinafter called the "“Aseignor"), Y 
and in consideration of the sum of One Dollar ($1) lawful 

money of the United States of America to him in hand paid by 
MARX & CO., INC., a New York corporation (hereinafter called 
the "Assignee"), and other good and valuable consideration, 

the receipt whereof is hereby acknowledged, has sold, assigned, 
transferred and set over, and by these presents does hereby 
sell, assign, transfer and set over unto the yactaeten, its 
successors eri assigns, without recourse, all claims which 

the Assignor now has or may at any time hereafter have against 
William D. Fugazy and Louis V. Fugazy, including, without 
Tswation: all rights which the Aeeignor now has or may at 

any time hereafter have against William D. ope and 

Louis V. Fugazy under or arising out of the Agreement dated as 
of ‘February 15, 1963 (hereinafter called the "Tower-Fugazy 
Agreement"), by and among Fugazy Travel Bureau, Inc., a New 
York corporation, Louis V. Fugazy, William D. Fugazy and 

Tower Universal Corporation, a Delaware corporation, as amended, 
and all rights which the Assignor now has or may at any time 
hereafter have in and to any and all shares of stock of 

Tower Credit Corporation owned by William D. Fugazy and 

Levis V. Fugazy and held by the Assignor as collateral security 
for the obligations of William D. Fugazy and Louis V. Fugazy 


under the TOWer-Fugazy Agreement. 
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This Assignment shall be construed in accordance 
with and governed bythe laws of the State of New York. 

This Assignment may not be changed orally but only 
by an instrunent in writing signed by the person against _ 
whom enforcement of any waiver, thekes, modification or 
discharge is sought. 

This Assignment may be seeoubed in any number of 
counterparts, each of which for all purposes shall be deemed 


to be an original. 


IN WITNESS WHERBEOF, the said GEORGE E. ALLEN, as 
Successor Trustee as aforesaid, has hereunto set his hand and 


seal the 77 day of August, 19 Te 


Tén, as Successor 


pee of Tower Credit Corporation, 


/ 


STATE OF NEW eas ) 
COUNTY OF NEW YORK) 


On the 17 day of August, 1967, before me 
personally came GEORGE E, ALLEN, to me known and know 
te me to be the individual Ascevities ty, and who executed, 
the foregoing instrument, and he duly acknowledged to me 


that he executed the same. 


Notary Public 


ROBERT K. ADIKES 
Nolory Pustic, State of tow York 
No. 31-0019350 
_ Qualfied in New York County 
Cort. fied with Queens Co. Cik 
Conminission Lapires tiarch 30, 1959 
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40 Wan. Sruner 
Nrw Youk, New Yorn 10005 


August 22, 196 


iir. Julien L. Weber 

Botein, Hays, Sklar & Herzberg 
20C Park -venue 

New York, N.Y. 10017 


I received your two letters dated August 22nd, one which 
discusses my letter of August 21st to Mz. Alfred Bloomingdale 
concerning payment by F T Ventures, Inc. of one-half of the 
expenses of the proposed registration. 


XL wish it clearly understood that I have not the least intention 
of paying eny bills at any time in reference to this registration 
if I do not approve the emounts. You requested me previously to 
pay one half of en amount of approximately $70,000 which you main- 
teined was accurate, Within a relatively short time you re- 
assessed these bills to $56,000. Hence this would indieste that 
the pcyment of bills is not as simple as you would it out 
to be. 


As L irdicated to Mr. Bloomingdale, I will personally 
thet one ha:f of the bills of this registration vill 

me and/or my associates if end vhen they sre jointly 

by both of us. 


Very truly yours, 


ee, 


Otto Marx, Jr. 


cc: Messrs. Wm. D. Fugazy 
Louis Fugezy 
Alfred S. Bloo 


ninadale 


John V. Summerlin 


\ 
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November 5, 1969 


The Securities and Exc ange Commission 
Washington, D.C. 20549 


Gentlemen: 


This letter is submitted in response to one of the comments oi the Division of 
Corporation Finance relating to the Registration Statement on Form S-1 of this 

Company filed on August 28, 1969 (Registration No. 2-3442) and also relating a 
to this Company's preliminary proxy materials submitted to the Division on 

October 20, 1969 (File No. i-3994). The coments were made by 

V.J. Lavernoich, Esq. in a telephone conversation on October 31, 1969 with 
Julian L. Weber, sq. and Lawrence I. List, Esq. of Dotein, Hays, Sklar : 
& Herzberg, counsel for this Company. 


The particular comment to which this letter is directed requested support for 
this Company's opinion that amortization of the intangibles on this Company's 
balance sheet dated March 31, 1969, in the amount of $14,483,000 (less 
$2,400,000 related to the travel business), is not necessary. 


The intangibles are related to divisions as follows: 


Credit Card Division $ 6,4C62. 60 
Travel Division 3,256,000 
Collection Agency Division 4,765,000 

$14,483,000 


$1,741,000 relates to the excess of the purchase price over the net 
book value of the Majority interest in the Company's franchise in 
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Great Britain. The results of this Company's operations have 
continued to improve since acquisition, and are satisfactory in spite 
of the adverse effect of the Exchange Control Regulations of the 
British Government. The Company believes the Exchange Control 
Regulations will be a relatively temporary condition and 

anticipates continued improvements in the operations of this 

Company. 


The remainder of $446,000 relates to a number of other companies 
in the Credit Card Dvision. 


Travel Division 

$2,325,000 relates to the acquisition of Diners Fugazy Travel, Inc., 
which amount is being amortised. This item primarily relates to 
the franchising of retail travel agencies. 


The balance of $921,000 of intangibles relating primarily to wholesale 
travel operations is not being amortised. 


In addition the Company believes that the royalties from its franchised 
operations, while insignificant at present, could become material 

in the future after these franchises have had an opportunity to 
develop. 


Collection Agency Grou 
$3,207,000 in intangibles relates to the excess of the purchase price 


over the net assets acquired from the Company's purchase of 
National Accounts Systems, Inc. and Creditors Service, Inc. 
Subsequent to those acquisitions, the Company commenced a program 
of establishing a nationwide collection agency operation through 
internal expansion and acquisitions. 


The balance of $1,558,000 relates to the excess of the purchase price 
over net as:ets acquired, of a number of local collection agencies. 


The operating results of this group to date have been less satisfactory 
than anticipated primarily because of the following: (1) the one time 
cost relating to the establishment of a standard operating system for 
all of the companies in this group and (2) the adverse effect on 
collection volume of current tight money market condition. 


{ 


Of the $14,483,009 of intangibles, $2,325,000 relates to Diners Fugazy Travel , Inc. 
This intangible is considered to have a Limited life and accordingly is being amortized, 
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The remaining balance of $12,158,000 will not be amortized until it becomes 
reasonably evident that the useful term of such intangibles has become limited. 
In such event, it will be amortized over the estimated remaining period of 
usefulness. Such treatment is in accordance with pronouncements of the 
American Institute of Certified Public Accountants, and further, our auditors, 
Touche Ross and Company, concur in this treatment. 


Since the comment to which this letter has been directed indicated that clearance 
of the financial statements in the proxy materials would be dependent upon your 
agreement with the position expressed herein, we would appreciate your 
telephoning Mr. Weber or Mr. List if any discussion is necessary concerning 
this letter. 


Because of the very tight time schedule presently applicable tothe proxy material, 
we would greatly appreciate your expeditious review of this letter. 


Very truly yours, 


THE DINERS' CLUB, INC. 


By § Jules T. Asch 
Ce T. Asch 
Senior Executive Vice President-Finance 


JTA: rm 
cc: V.J. Lavernoich, Esqg., Securities and Exchange Commission, Washington, D.C. 
Mr. James Ford, Securities and Exchange Commission, Washington, D.C. 


bec: Edwin Heft - Touche Ross & Co. 
Julian Weber - Botein, Hays, Sklar & Herzberg 
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‘ho Securities and £xchango Comission , } 
Washington, D.C. 20549 ; a 


Gontlement 

Tale letter fe submitted in response to the further corments of Nir. 
ones Fore . 2 tha Securities and Exchange Ceumicsion. These cocments 
relate to tie Company's proxy materiale submitted to tha Division on 
October 24, 1959 (File #1-2994), so well as to ti comuanta relative 
to the Company's Ictter of November 5, 1969, covur og tha intangibles 
appearing on the Company’ a balance sheet. ° 


tt sliould te noted that all of the goodwili reflected on the Come ay‘s 
books was'as a result‘of scguinitions mado in uccordance with a planned 
progran developed by the management of the Company. These accuisitions, 
which wore armas length transactions with third parties, involved the 
adds £4.4; o£ major hotel credit cerd charge facilities, eas vell io the 
Coupeay's entry into che ¢ravel end collection agency, todustrics. 


Cradit Cavd -¢ Diviaton . 

94,275, 75,000, Ac we ave previously advise’, this Leen related to the 
acquisition of tha busiaess of Sharatou Central Credit Corporation in 
1959. ‘Tho acceptance of the Dinars!’ Club curd by a nztionul chain of 
major hotels was certainly one of the most ‘significant developments in 
the history of the.Conpany in terms of acceptability of the caxd by 
establistusents, the increased use of the card by cevbers, und tho 
continucd success of the ercdit card ec a credit instrucent in all 
phases of travel, cnterteinuent, accoauodutions and related oexrvices. 
In addition, the Co:peny's mejor competitor is very closely related 

to tha hotel industry and in fact ita entry into the exredit card 
business in 1958 was marked by pronounced strength in its affiliation 
with usjor hotels. ‘The acquisition of the Sheraton Centrel Credic 
Corporation enables tho Company to conpste cuite succeonfully in credit 
cerd services in the hotel fiald, ond, o0 a xesult, to a larger catent 
fn the overall excdit card industry. In addition to the cntry into 
the hotel ficld, through the Sheraton Central transaction, thea Company 
acquired « cignificsnt number of cardholders cho have (a) paid membership 
dves curing tha past yeora, (b) helped by wow of mouth to promote tho 
Gorpony's exedit care) to prospective membore and (c) to use the card at 
tho Company's mesbex astablivhmente thoreby increasing the importence 


. 
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and acceptance of the card. All of the obove iclped the Company attain 
and maintain its present position as a Icader dy the credit card industry. 


Tho Company's position as relates to the hotel segment of the ercdit 
cord inéustry has grown steadily since the aforenentioned acquisition. 

The area continues to be a source of significant revenues to the Company 
and in the opinion of management will continue to be sn important 

factor in the future. : 


$1,741,009. In Decenber 1965, the Company purchased approximately 56% A 
of the outstanding stock of Tho Diners Club Ltd. The renaining 447 

wos purchased by a major British bank. Shortly thereafter the Company 

sold to the British bank approximately 6% of the outstanding stock at 

a price.equal to {ts cost. This resulted in the present ownership 

which consists of the Company having 50% plus 1 share and the balonce 

owned by the British bank. 


At the tine of acquisition, the Diners! Club Ltd. hed annuel earnings of 
160,000 and its cardholders nerbered 38,000. Today, Diners’ Club Ltd's 
earnings are at the snnual rate of ££0,009 and its cardholders nuvber 
84,000, Further, as a result of this acquis tion, we developed the 
aforerentioned partnership with a major British. bank, This partnership 
wos the first significant relationship of its’ kind for the Company and 
paved the way for cimilar pertnerships throughout the xorld with other 
major benks., In an international finsneial business such es ours, 

where the evatlebility of moncy fs of utmost importance, having financial 
{institutions as partnergcannot be too strongly emphasized, 


* 


Collection Apency Group 


$4,765,000. Approximately two yeers ago the Company's management msde 

a decision to enter the collection agency business. The objective was 
not only to enter into the business but also to become a significant 
factor in the industry in e relatively short period of time. The program 
conterpleted the creation of o nationwide network of collection agencics, 
fully.automated and capable of handling business from large and signifti- 
cant orgnnization$, Towsrds this end, the Conpany mede thritcen separate 
accuisitions of existing collection orzanizstions in the period from 

July 1967 to November 1968. As soon as this accuisition program was 
substantially completed, the Company commenced the operation of molding 
these scparate companies into a cohesive, automated uaft functioning ino 
accordance with uniform operating systeme and procedures. As one can 
appreciate, the Job of consolidating al" of these compenics and atandardizing 
their operating oysatems involved a significant expenditure both from tha 
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point of view of syotens decign, programming, enlarged computer facilites, 
and related expenses as well an the necessity for expanding manngemont 
capabilities to operate, odminister and coordinate the large network of 
officon, The bulk-of thece expenditures, which have been largely complated 
at this time, were not capitalized on tha Company's books but instead + 
were expensed as incurred. ‘This, of courso, resulted in a reduction in # 
earnings ef the collection agency group. 


In sddition, as wes noted in our letter of November 5, 1969, there has 

been an udverso effect on collection volume duc to the current tight 

money market conditions. We believe, after talking to knowledgeable 

people in the banking community, that thio tight money situation {6 a . 
temporary condition that should to a large extent correct itself in the 

not distant future. ‘hen this correction occura, the profitability of 

tho group will be significantly improved. 


The Company belicves that the future of tho collection ugency business © 

4s virtually unlimited, fron the point of view of volume and profits. 

With tha ecnomy gearing itnelf more and more to credit sales as opposed 

to cash scaler, the relicuce on the collection agency industry, by the 
business community should certainly bring about the results we are anti- 
cipating. Finally, the collection agency netvork which ve have developed, 
puts the Company in a pooition of being a leader in the industry. 


. Travel Division . . 


$3,256,000... The Cozpeny's entry into the travel (fold was a naturel 
extension of the credit card business which not only broadened the 
scope of the operations, but provided importent trevel facilities for 
Diners Club cardholders. The acquisitions in this divirion were made 
&t the end of 1967 ‘and curing the year 1968. 


We have previously advised you that approximately $2.3 million of the 
above intangible is being arortized. The remaining $1.0 million concern 
the acquisition of four separate compenies, three of which account for 
$900,000 of this intangible. The three aforerentioncd conpanics are - 
presently carning st a setisfactory rate, although one of the threc 

showed a loss for the prior fiscal year. This losn was caused primarily 
by two factors: (2) the Federal Government'a restriction on travel outside 
of the U.S. and (b) the relstively high turnover of porsonnel immedistely 
following our acquisition. We believe that the adéversa effects of those 
proiiins have been largely corrected. 


e. 
e 
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The Company believes that the future of the travel business is indeed 

very bright. Industry sources project that the $39 billion now spent 

for travel each year could rise to as much ns $75 billion by 1975. : 
Arong the bencficfaries of tha growing amount of travel ere travel ' 
azencien, end credit-card companies. The Company fully cxpects to 

continua to be a leader in this industry. 


‘ 


Very truly yours, - 


TNE DINERS’ CLUB, TK. 


by: 2 Pen ie Riceed 

’ Ivled A. Asch 

aot Senior Exccutive Vice President~ 
Finance 
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f \ A ‘EXH XX AGREEMENT, Dated as of the [4 u) day of June, 
e .: * 


’ " A-826 1967, by and between FUGAZY ‘TRAVEL BUREAU, INC., a New Yor: 
DEFENDANTS ' ra 
puntos SS corporation with its principal office at 488 Madison Ayvcaue, 


Now York, New York, (hereinafter ak ba “rupazy New York") end 
TRAVELCO, INC., @ New York corporation with its principél office 
at | 
(hereinafter called "Travelco"); 

WHEREAS, Fupaxy New York is the owner of al] of the 
outstanding capital stock of Fugazy aged Bureau, Inc. of 
Illinois, an Illinois corporation (hereinafter called"Fugazy 


, Litinois"); and 


= : WHEREAS, TFugazy New York owns and operates a branch 
r~ ; 
travel agency at 16 West 46th Street, New York, New York (heret 
= . 
» & ' after referred to as "Branch"); and 
\ WHEREAS, Fueazy New York will, upon the execuésion of 
be / i > ( J ? t 
% 2 an: 
a | this agreement transfer all of its right, title and interect 
A ae : = ‘ 
ot in and to the assets of the Branch, and certain other Yrignes 
>» i . . - . - . . 
a ' and privileses as more fully set forth herein to Fugasy Tllinoi- 
; & Z . - 


a ee 
ie ! and 
+“ : 


WHEREAS, Travelco desires to acquire an opticr to 


t 


purchase from Fugazy New York all of the shares of capita). 


| 
! stock of Fugazy Illinois issued and outstanding on the effect- 
. i : : : 
i I ive date as that term is hereinafter defined; 
oats 1 cant 
ai SNOW, THEREFORE, in consideration of the mutual 
: i; covenants herein contained, tne parties hereto agree as follow: 
: : 5 1. Grant of Option: Fugazy New York hereby grants 
nigra TAM geet ui 
ld “fa mcf sr, Mi 


{ EO LLSVELeo a Lh Rei Gem ne Spe ane 


A-827 : or prior to June 30, 1972, to purchase all of the then issved 
A : 
i and outstanding shares of Fugazy Illinois on the terms and con- 
1 
i ditions hereinafter set forth. 


2. Option: Price: In scans of the grant of 


the option provided in Paragraph ] ieee Travelco shajl pay to 


y ; : 


vi : Fugazy New York simultenecously with che teakution hereof the 
~~" : ° \ 


sum of Seventy-five Thousand ($75,006.00) De 


or bank cashier's check in New York funds. ™ 


(a) At such time as Travelco desires to exercise the 


; eaptaow granted ‘toute hereunder 1) shall deliver ty Pugary Nes 
‘ ¢ 
Y York written notice of tts election ta exercise said option anc 
i 
rt 
it 3 er ernerece ae 1 wee Les eres pee eM eee oe cea eet a bel Petey aceaeel Ry se ee 
! to acquire the then issued and outstanding snares of Fugazy 
“ ee $ ei sa eae Ue i Ses oy x Aue ae: . es esata — 
i {ilinois. Such written notice shall specify the date said’ ex: 
i ) 
i 
' : ’ ~_* 4 oo ° ais 9 , ly Sid acini tae aa acne ero ae . 
; ‘else shail | e effective (said date hereinafter called thr 
i 
o BETES which ¢ shall be a date on or prior tc 
% 
hk June 30, 1 On or before the Nffeetive Date, Travelce : 
Simul t. ‘ th @use Pugaszy Lblaveis to pay to Sey 
: New York < t equal to the amount of capital paid or cen 
meee te - ee ee ie Sa Aieses Foe wih Nee ona Be eee 7 ce ee ee See me i 
ributed in cash by Fugazy New York to Fugagy Tllinois plus a3 
* = 4 A 7 se + rae a . , r .f 2 cae pees 
; monies leaned to Fugazy Illineis New York remaiinin: 
foe 
: 
i wurmpeid (as 
: 
' 
1 
3 
H E 


\ 
* Lllinois shall prepay to\Fugazy New York the sum of $175,069 
yt : x ( 
(' payable pursuznt to the provisions oF Paragraph _&(a) Oi 2 


“rd ‘ seas 


certain Management-Agreement, to be entered into between Fugaz 


a Es 
o 


‘ . 


‘ ae 


New YORK, ANd LUGELY LALI MLS Upee Bae Caren eee pee 


hereinafter called the “Management Contract", “a copy cf which 
’ P23 


is annesed Rereto as Exhibit C), rhen Fupazy New York. shal) 
deliver to Travelico on bine Effective Date certificates of 
stock ne Ts all of the then ae and outstanding, 
ehaves ee stock of Fugazy Illinois duly endorsed in bleak with 
all requisite stock\ transfer stamps affixed 
(oc). In aes that upoa the Effective Date 
\ ; 


Fupazy LI] linois has rag the amount described in Sub- 


paragraph (b) of this Paragraph 3, then in such event Fugazy - 


“New York shall deliver the dertificates of stock representing 


all of the then issued and outxtanding shares of stock of 


-y Illinois, duly endorsed in blank with all requisite 


i N ak 

stock transfer stamps affixed,to the law fima of Krancr, Marx, | 
Greenlee and Backus, Esqs., 29 Broadway, Kew York, Nev York, 
to be held in escrow until said sum of 175,000.00 hes been 


1 


paid in full, at which time all such certificates shall be 


——— 


delivered to Treveleca, 


4. Rens 


neat lens 


York represents and warrants to Travelco: 
(a) That as of the date hereof, Fugazy New Yous is 
and on the Effective Date shal] be a stock corperation duly 


organized and ecxisetin 


g under the luws of the State of New Yori: 


(b) That neither. the execution and delivery of this 


By 


Agreement nor the consummation of the transactions provided 


e. 


‘for herein will constitute a violotiog of, ‘cr be in eeallict 


A-82p ° 


te 
| 

i 

i 

iH 

" 

j 

{ 

i 

Y 

1} { 

\| he 

1 

at 

4 


with, or constitute a ucrauit unuse, 


the Articles of Incorporation or By-Laws of Fugazy New York 


eUabt GA ve wv ae ‘ ~~ 


any 


er of any contract to which Fugazy New York is a party. 


(c) That the execution and delivery of this Agreement 


has been duly atithorized by appropriate action of the Board of 


Directors of Furazy New York. 

the Effective Date Fugazy New York will 
have good and marketable title to and 
sell the then issued and out- 


and transter 


standing shares of Fugazy Illinois and that said shares shall 
t ully paid and non-a Sessanle land: Vill not pi ject fe any 
] pledge, debt or other title retention agreem - ant 
other encumbrance 
(ce) That the travel agency | ess of t Yor! 
Ot (40 SM Late bt ‘ Wow York reese F t 
i York: pa 
¢ HW food stand LAER AIG Eis IER BEV. Sig 
C Such “< ) CYts Uh oh been c cd t Apt 
1 oxi ! ane St oint ‘ tut 
Liitisent beh Fue New Yo 4 i 
i u 
t) POrACLON Gf Pts: travel ager usines 1 Yack. 
De Miravyelcor Crave leg, Peprecentes 
and warrants 6 Fupazy Hew York thet as ol the ‘date herces: 


and existing under the 


execution and delivery of this Agreement has 


(b) The 


been authorized by the appropriate action of the Board of 


rc 


Divectors of Travelcs, 


€ 


(c) Neither the execution and delivery OF Unis agerr 
ment nor the consummation of the pebeineiilin provided for herein 
will constitute a violation of, or be in conflict with, or con- ' 
stitute a default under, any term or provision of the Articles 
of Incorporation or By-Laws of Travelco or of any contract tc 
which Travelco is a party., : | 
6. Opinions of Counsel: Simultaneously with the 
execution hereof, Travelco shall deliver to Fugazy New York the 
opinion of its counscl, dated as of the date hereof, to the 
effect set forth in Exhibit A annexed hereto and Fugazy New York | 
shall deliver te Travelco the opinion of its counsel, dated as 
of the date hereof, to the effec- set forth in Exhibit B 


annexed hereto. 


7. Additional Agreements of Travelco: 


(a) Simultaneously with the exercise of the option 
granted hereuncer, Travelco shall cause Fugazy Illinois to apply) 
for its own transportation cept vende appointments. Fugazy nev 
York aprees to cooperate with Fugazy Yllinols in the applicatien 
therefor and the transfer of said conference appointments to 
Fugazy Illinois. 

(b) Travelco agrees that during the option pericd 
hereunder and during the period t. Management |Contract is in 
effect, whichever is later, no substantial change in the centrce2 
of Travelco shall be made without the written consent of Fugezy 


New York, whicn consent shall not be unreasonably withheld. 


8. Adcitional Agreements of Fugazy Rew York: 


al s, 


Harun 
POVUC AR 
XIX 


AALS AUER GEE 


Ores YO? 


<a 


Agreement Fugazy Illinois will be authorized by lug 


pr’ 


Pop ahs Sa 3 


Pere fe A BAAL NOAA BASU LOM BM AK DS MEU TEU IN AIA Pa Peeters AGS oS Mans MEMEN 


D.DEMOLIIEN MIX ZENE UNE KKILY 


CTY NY ONLY N XIX ® 


OX FENIX HOLE MLE XZ ENE IM TAX EDEL OREN SEY SEN 


aM IS EEA OAX WIESE GEIR NS PRK BN, mK HOSEN AREA AOSD I 


id) NEE ux <5) Po. 4 Ve RSG ote x IX 


sedi get! SS PION Ea ee 
EEG RAG RS EXILE IR 


SRE RTAN MASA PS 


RCRA Hg ace 


{ 
(OC Pursuant to the provisions the Management 


use and operate under the trade name 


connection the of a retail travel 


operation 


the portion of New Vork City de scribed in Exhibit A t 
agement Contract. ey Lilinois will be granted 
the non-exclusive right to use in connection wil h its bu: 
the trade marks, copyrights, heralds, insi a, silyns and the 
slocan "Established 1870" now and heretofore anc hereafter use 
and identified th Fugazy New York's business, It is t Ses 
i enti on « the partics th huge EA EB i 11 eenus Set aR 
enjoy such f during tl on {| ad ¢ Got 2 : =e 
c cise of the option granted reunder to 4 j : 
yee rd gti " i fiat Now Yo : ‘ re SS & Pad pies « c t 
period the opticn granted hereun« era sin ekie ae d, 

i modify, alter oz “eb Withiowe, Ene ex- 


pcg 


written consent oF 


areal 
li 

i; 

aay 

i: 

ti 

+ 

a 


ve the right Le.dexignate tro () directors to the foard of 
! Lon 


aa ~ - 


that five (5) directors shall constitute the Board of Directors 
of Fugazy Illinois. and that such number of directors shall not 
be increased without the written consent of Travelco. In addi- 


tion, Fugazy New York agrees Chat Fugazy T)linois shall employ 


< iy 


“William D. Fugazy, who shall be elected President of 


Fugazy Illinois and‘ shall, have charge of the day to day crera- 
tions of Fugazy Illinois, subject to the general supervision of 
the Board of tirectors of Fugazy Tllinois. 

(3 During the period the option granted hereunder 
remains in effect, Fugazy New York shall furnish to Travelco 
within forty-five (45) days after the end of each caiendar 
quarter a balance shect for such quarter of Fugezy Illinois to- 
gether with a statement of profit na loss thereof, which shall 
be prepared in accordance with generally accepted accounting 
principles consistently applied throughout. Within ssa Hameed 
twenty (120) days after the end of each fiseal year of Fugéezy 
Illinois, Fugazy New York shell furnish to Travelco a balance 
sheet of Fugazy Illinois for such fiscal year together with a 
statement of profit and loss for said year, certified by a cer- 
tified public accountant, who shall be independent unless 
Travelco consents thereto in writing. 


Gi tS) Fugazy New York agrees that Fugazy Illinois 


shall be initially capitalized fpr Ten Thousand Dollars ($10,698 


and shall be authorized to issue hot in excess of 1,000 shares 


be issued to Tugazy New York 


During the period the option granted \hereunder remains in effect 


. . vere re | Hest ay nh) We f " . . . - 7 


Fugazy Mew York further agrees t iat FPugezy LLLUNOLS SNL VOL ve 


authorized to issuc any additional shares without the written 


consent of Travelco and in the event any such additional shares 


are authorized they shall be issuable only to Fugazy New York 
and shat! thereupon become subjeck to the opt fon. wranted bere- 


' 


under. ; 


(e) (3) During the period the option 


remains in effect, Fugazy New York agrees that Fugazy illinois 


shall not assume or be responsible for any obligations OL Fugezy 
New York, by guarantee or other without the written consent 
of Travelco except as otherwise specifically prov \ hare r 
in the Management Contract. 
(fi E . Pao eh PpeEDLot th if OT) BI tea hereu 
I ns jin ef , Fugazy |} York acrees that ¢ i Ltine 
shi de ne a cul | ¥ aAlivVv ‘ 1c wi wut YC \ Hue 
he ( Le 5 i y 1 Fs rate t Sa z 
i t T { t S ( 
ei § t ‘ 
Pe AG 
G) Ca P 
GU 
remains im cL t, Tugazy New York agrees Chac ne of aii 
ector or stockholder of Fugazy t York or any of t relati 
shall be employed by Fugazy Tilinois witheut the written c : 
of Travelco. 
$, Events of Default by Teayoleo:, In the eveat 
(a) Traveleo breaches this Agreement in en mater 
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_respect and said breach is not cured watnin twenty (2u) wiys aire. 


written netice ehevout by Fugazy New York, or (b) Fugazy Illinois 
fails to make payments to Fugazy New York pursuant to Sub-para- 
graph (a) of Paragraph 8 of Che Maniapement Contract and Teiveles 
does not within twenty (20) days after written notice thereof pay 
to Fugazy New York an amount cqual to the amount Fugazy New York 
would be entitled to under said Sub-pac:».aph (a) of Paragraph 8 


cr 


of the Management Contract, Fugazy New Yerk shall have the right . 
& ? 5b S 


to terminate this Agreement and the option granted hereunder by 


: written notice to Travelco of such termination. Thereufter, 


| fees, compensation or expense to any other person, firm ox 


neither party hereto shall have any further liability to the 
other hereunder. 

10. Additional Right of Travelco: In the event | 
Fugazy New York is adjudicated a bankrupt, Travelco shall have ths 


right to exercise its option granted hereunder at any time there- 


after without makine any further payments to Fugazy hev York 
oO ae 6 J 


‘under this Agreement or under the Management Agrecinent and there= ; 


4 


upen this Agreement shall terminate and neither party hereto 
shall have any further liability to the other hereunder. 

ll. Assignability: Neither this Agreement nor the 
option granted by Fugazy New York to, Travelco hereunder shall te 
assignable by Travelco without the written consent of Fugazy 
New York. 

12. Brokers: Travelco and Fugazy New York each rep- 
resent to the other that neither has employed any other broker or 


entered into any other agreements for the payment of any similar 


o », corporation IN CONMNEECLAVUIL VALLE CLL Chesitoe Eerste 
‘B-835 
itty 13. Notices: Any notice required or permitted by ery 


7 Py 


i, provision of this Agreement shal] be deemed to hay een suf- 


t 


ficiently given or served for all purposes if sent by registezec 
mail, postage and registered charges prepaid, addressed as 
follows: 


If to Fugazy New York, to 
Fugazy Travel Bureau, Inc. 
488 Madison Avenuc 
New York, New York 
Attention of Mr. Otto Marx, Jr. 


with a copy to 


10006 


or to any other aduress or addresses as ehall be. designated from 


i m D. Furacy, 
| with a copy to 
07653 
H er te any other address or addresst Li be desienate f 
i €ime to tims by Travelco. All notices chall decmed to have 
}! 
iy : - 
' been given on the date of the Leeeipe. 
: ; 
i! Agile we eage 
H 14, Counterparts: This Agreement ma) be executed in 
"i Prileniatond akan heidday, SEN tears oo ’ 
} . 
: i} any number of counterparts, each of which when executed and dé- 

i 

i! j, livered shall be an original, but ali such counterparts shell 


" constitute one and the same instrument. 


15. Entire Avreement: This Agreement supersedes 


ad 


| 
{ 
| 
; 
! 
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> 


prior agreements and understandings between the portics and may 
\ 
not be changed or terminated orally, and no attempted change, 
termination or waiver of any of the provisions hereof sheil be 
binding unless in writing and siimed by the party against whon 
the same is sought to be er “orced. 
16. Law Governing: This Agreement shall be governec 


by and construed according to the laws of the State of New York. 


IN WITNESS WHEREOF, the parties hereto have cxecuted 


this Agreement the day and year first above written. 


FUGAZY TRAVEL BUREAU, INC. 


th ae ee 


i 


ze 


[RAVELCO, INC. 


— 


e Ps 4 4 
By ae LSA J tee efotantee 


a, 
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STATE OF NEW YORK ) 
) ss. 
COUNTY OF NEW YORK ) 


On this 19th day of June, 1967, 
before me personally came Irwin Yruchtman 
to me known, who being by me duly sworn, did depose and say that he resides 
at Toledo, Ohio 
that he is an officer 
of TRAVELCO, INC., the corporation described in ard which executed the fore- 
going instrument; that he knows the seal of said corporation; that the seal 
affixed thereto by said corporation is sucn seal; that it was affixed thereto 
by order of the Board of Directors of said corporation; an: that he signed 
his name thereto by like order. 


3/ Milton Adler 
Notary Public 


Milton Adler 
NOTARY PUBLIC, State of New York 
No. 41-4021750-Queens County 
Term Expires March 30, 1969 


STATS OF NEW YORK ) 
SS.¢ 
COUNTY OF NEW YORK ) 


On this 19th day of June, 1967 
before me personally came Otto Marx, Jr. 
to me known, who being by me duly sworn, did depose and say that he resides 
at 2. E 85th St., NYC, NY 
that he is Chairman of the Poard 
of FUGAZY TRAVEL BUREAU, INC. the corporation Gescribed in and which executed 
the forejoing instrument; that he knows the seal of said corporation; that the 
seal affixed thereto by said corporation is such seal; that it was affixed 
thereto by order of the Board of Directors of said corporation; and that he 
signed his name thereto by like order. 


S/ Milton Adler 
Notary Public 


Milton Adler 
NOTARY PUBLIC, State of New York 
No. 41-4021750-Queens County 
Term Expires March 30, 1969 


EXHIBIT A 


(Form of Opinion of Counsel of Travelco) 


Fugazy Travel Bureau, Inc. 
488 Madison Avenue 
New York, New York 


Gentlemen: . 


We are counsel to Travelco, Inc. ("Travelco"), a New York corpora- | 
tion. This opinion issgiven by us as counsel to Travelco pursuant to the 
provisions of an agreement dated as of June , 1967 ("Agreement") e- 
tween Travelco and you. 


Based upon the examination of such documents and instruments as 
we considered necessary and upon discussions with Travelco's officers and 
directors, you are advised it is our opinion that: 


1. Travelco is a corporation duly organized, validly 
existing and in good standing under the laws of the 
State of New York and with full corporate power and 
authority to carry on its business and to enter into 
and perform its obligations under this Agreement. 


The Agreement has been duly authorized, executed and 
delivered by Travelco and is the valid and binding 
Agreement of Travelco in accordance with its terms. 


Very truly yours, 
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EXHIBIT B 


(Opinion of Counsel for Fugazy New York) 


June , L967 


Travelco, Inc. 

c/o Gary Stein, Esq. 

East 64 Ridgewood Avenue 
Paramus, New Jersey 07652 


Attention of Mr. William D. Fugazy 
Dear Sirs: 


We have acted as counsel for Fugazy Travel Bureau, Inc. (hereinafter 
called "Fugazy New York"), a New York corporation, in connection with its grant 
to you of an option to purchase all of the issued and outstanding shares of 
stock of its wholly owned subsidiary Fugazy Travel Bureau of Illinois, In. 
(hereinafter called "Fugazy Illinois"), an Illinois corporation, pursuant to 
a Agreement between Fugazy New York and Travelco, Inc. dated as of J ' 
1967 (hereinafter called the "Agreement"). : 


As such counsel, based upon our examination of such documents, certi- 
ficates, records, authorizations and consents as we have deemed relevant, it is 
our opinion: 


1. Fugazy New York is a corporation duly organized, validly 
existing and in good standing under the laws of the State 
of New York and has full corporate power and authority to 
carry on its business and to enter into, and perform its 
obligations under the Agreement and its agreement with 
Fugazy Illinois dated June , 1967 (hereinafter called 
the "Management Contract"). 


2. Fugazy Illinois is a corporation duly organized, validly 
existing and in good standing under the laws of the State 
of Ilkinois and has full corporate power amd authority to 
carry on its business and to enter into and perform its 
obligations under the Management Contract. 


3. Fugazy Illinois is duly and validly authorized to issue 

1,000 shares of Common Stock, par value $10.00 per share, 
all of which shares have been duly and validly issued to 
Fugazy New York and are fully paid and non-assessable. 
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aos 


The Agreement and the Management Contract have been duly 
authorized, executed and delivered by Fugazy New York and 
are valid and binding obligation of Fugazy New York 

in accordance with their respective terms. The Management 
Contract has been duly authorized, executed and delivered 
by Fugazy Illinois and is the valid and binding obligation 
of Fugazy Illinois in accordance with its terms. 


The execution and delivery of the Agreement and the Manage- 
ment Contract by Fugazy New York and the consummation of 
the respective transactions provided for therein will not 
constitute a violation of, or be in conflict with, or con- 
stitute a default under, any term or provision of the 
Articles of Incorporation or By-Laws of Fugazy New York, 

or of any contract to which Fugazy New York is a party. 


The execution and delivery of the Management Contract and 
the consummation of the transactions provided for therein 
will not constitute a violation of, or be in conflict with, 
or constitute a default under, any term or provision of the 
Articles of Incorporation or By-Laws of Fugazy Illinois or 
of any contract to which Fugazy Illinois is a party. 


The sale to Fugazy Illinois by Fugazy New York of all of 
the assets and business of the branch travel agency of 
Fugazy New York conducted in the premises located at 

No. 16 West 46th Street, New York, New York 10036, has 
been duly authorized by all necessary corporate action 
and the bills of sale and other instruments delivered 

by Fugazy New York to Fugazy Illinois have been duly 
authorized, executed, acknowledged and delivered and are 
effective to vest in Fugazy Iliinois good and valid title 
to such assets and business. However, we have made no 
independent examination as to the existence of any liens 
and er~umbrances on said assets and therefore express no 
opinion as to the existence of such liens and encumbrances. 


Yours very truly, 
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EXHIBIT C 


AGREEMENT, dated as of the 19th day of June, 1967, by and between 
FUGAZY TRAVEL BUREAU, INC., a New York corporation with its principal office 
at 488 Madison Avenue, New York, N.Y. (hereinafter called "Fugazy New York") 
and FUGAZY TRAVEL BUREAU OF ILLINOIS, INC., an Illinois corporation with its 
principal office at 332 South Michigan Street, Chicago, Illinois (hereinafter 
called "Fugazy Illinois"); 


WITNESSETH: 


| WHEREAS, Fugazy Illinois is the wholly owned subsidiary of Fugazy New 
York and is duly qualified to do ee as a travel agency in the State of 
New York; and 

WHEREAS, Fugazy Illinois desires to enter into a management services 
agreement with Fugazy New York whereby Fugazy Illinois shall manage and oper- 
ate the branch travel agency owned by Fugazy New York at 16 West 46th Street, 
New York, New York (hereinafter referred to as "Branch") and Fugazy New York 
will provide management supervision and services to Fugazy Illinois and made 
available to Fugazy Illinois the benefit of its know-how and methods of con- 
ducting a travel agency and certain other rights and interests as more fully 
set forth herein; 

NOW, THEREFORE, in consideration of the mutual covenants herein con- 


tained, the parties hereto agree as follows: 
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1. Fugazy Illinois Management: During the term of this agreement 
Fugazy Illinois shall manage and operate the business of the Branch under the 
name “Fugazy Travel Bureau" and shall conduct its operations with the organ- 
igational efficiency and high standards of work maintained in other branch 
travel agencies operated by Fugazy New York; and Fugazy Illinois agrees there- 
fore during the term of this agreement: 

(a) To maintain an adequate staff to operate the business of 
the branch. 

(b) To maintain, in full force and effect substantially the 
same insurance coverage presently in effect in the Branch with respect to the 
employees therein and the business thereof. 

(c) To pay all expenses incurred in the operation of the Branch 
including, but not limited to, rent, taxes, insurance, postage, telephones 
and the salaries of its employees therein. 

(a) So long as Fugazy Illinois does not have its own confer- 
ence appointments, to remit to Fugazy New York at least two (2) business days 
prior to the date payment is due the airlines, the net payments due the air- 
lines for airline tickets sold by the Branch, which payments will then be 
made by Fugazy New York to the airlines; and remit any deposit or payment in 
full received from custamers and payable in the ordinary course of business 
directly to the carrier (other than airlines), hotel, motel, insurance company, 
car rental or sales company, or the agent of any of them entitled thereto. 

(e) To maintain a bank account or accounts in a bank in New York 


City in the name of Fugazy Illinois, as to which the signing authorities shall 


be approved by Fugazy New York and into which all monies received by the Branch 
shall be deposited and out of which all expenses, other remittances and pay- 
ments hereunder shall be made. 

(£) To provide to the Branch at all times during the terms of 
this agreement working capital sufficient to carry on the business and opera- 
tions of the Branch. 

(g) To indemify and hold Fugazy New York harmless against any 
claim or liabilities incurred by or relating to the Branch including, but not 
limited to, rent, taxes, insurance, postage, telephones and salaries of the 
employees of the Branch. 

(h) To promote and sell the package tour offerings of Dial-A- 
Tour and Fugazy New York in preference to any other competitive package tour 
offerings and to arrange all group tours of 25 persons or more through Fugazy 
New York. 

2. Fugazy New York Management Services: During the term of this 
agreement Fugazy New York: 

(a) Shall furnish supervisory and consulting services to Fugazy 
Illinois affording the benefits of Fugazy New York's accumulated experience 
and "know-how" with respect to the correct and most efficient methods and 
techniques of conducting a tour and travel agency business, including ser- 
vices and instruction with respect to advertising programs, personnel re- 


cruitment, customer relationships and bookkeeping and accounting methods. 


(b) Shall maintain in full force and effect, and in good standing, 


appointments in IATA, ATC, TAPC, TPPC and RTPA for the Branch until and 


“y 
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unless such conference appointments have been transferred to Fugezy Illinois 
in accordance with Paragraph 9 of this agreement. 

(c) Hereby authorizes Fugazy Illinois to use, and operate under, 
the trade name "Fugazy Travel Bureau" in connection with the business of the 
Branch. It is understood and agreed that said business of the Branch shall 
solely consist of the exclusive right to sell, handle and arrange all travel 
services solicited from the Branch or from Fugazy New York by any persons in 
the portion of New York City described in Exhibit A attached hereto for re- 
tail travel services of every nature for individuals, and for conmercial and 
business accounts of every kind and description within said area, including 
retail travel services for groups of 24 persons or less, and the right to 
sell, handle and arrange travel services solicited from the Branch by any 
persons within said area for groups cf 25 persons or more, both individual 
and commercial, whenever such travel services consist solely in the sale, 
handling and arrangement of air transportation or solely in the booking of 
hotel reservations. It is further understood and agreed that Fugazy New York 
shall reserve and shall have the exclusive right to sell, handle and arrange 
all travel services solicited from Fugazy New York or from the Branch by any 
persons within said area for groups of 25 persons or more whenever such travel 
services consist in the sale, handling and arrangement of air transportation 
in conjunction with the booking of hotel reservations or other travel services 
provided that Fugazy New York shall pay the Branch the normal retail commission 
upon the sale, handling and arrangement of such travel services by Fugazy New 


York whenever such travel services were originally soliciated from the Branch 


and sold, handled and arranged by Fugazy New York upon referral from the Branch. 
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(d) Hereby grants to Fugazy Illinois the non-exclusive right to 
use in connection with the business of the Branch the trade marks, copyrights, 
heralds, insignia, signs and the Slogan "Established 1870", now and heretofore 
and hereafter used and identified with the business of Fugazy New York. 
2. Branch Office: During the term of this agreement and until and 
unless the Branch appointments in IATA, ATC, TAPC, TPPC AND RTPA have been 


transferred to Fugazy Illinois in accordance with Paragraph 9 of this 
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agreement, Fugazy Illinois shall maictain the Branch office at its present 

location et 16 West 46tn Street, New York, New York and shall not xove the 
\ ‘ 5 

branch oZiice to any othe: location «ithout the written consent of Fugazy : | 


New York. : | 


4. FPugazy Kew York's Restrictive Covenant: During the term of 


this egree-ent, Fugazy New York shall not directly or indirectly, have or 


open, or license any other person, te have or open. any other travel egency 


- in all that part of Merhettan, New Yorx City which is north of Canal Street, 


Mo 


Menhattan, New York Cit: to sell, handle or errange any trave«! services to 
which the exclusive right has been granted by viene Kew York to Fugazy 
Illinois and the Branch wencer Paragraph 2(c) hereof. 

5. Fugazy Illinois! Firencial Statements: Within forty-five 
(45) days after the end of each calender quarter during the term of this ag- 
reement, rugezy Illinois peat tient’ to Fugazy Kew York a balance snect 
for such cuerter of the Srench busiress and operations together with a 
Statement of profit ane loses thereof, which shall be bbebaeed in eccor- 
dence with generelly accepted acceunting principles consistently epplied 
througrout. Within ons hundred twenty; (120) days of the end of each fiscal 
year of Fugazy Illincis, Fugezy Iliiceis shall furnish to Fuzgazy Sew York . 
balance shzet of the Branch business end operations for said fiscal year 
together with a statement of profit exc loss for said year, certifie3 iy 8 


certifiei public accountant, who i212 de independent unless Fugezy New 


. 2 


York otherwise consents thereto in writing. 3 Oa geri 
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6. Fussy Itlinsts’ Restrictive Covenant: Se long as this agreement 


is in effe 


a) 
et 
- 


Fugazy Illinois agrees that it will not without the written 


consent of Fugazy New Yorz engage in the travel agency business in any area 


ee % 


outside that portion of Matnattan, Kew York City which is north cf Cereal 
Street, Mentattan, New Ycrx City, and sill not engage ia any other business 


. 


anywhere in the world. - Rie 5 mos 


7. Fuzazy New Yorx's Adcitionel Supervisory Services: During the term 
of this agreexent Fugazy New York shall furnish to Fusazy Illinois the services 


of an Account Executive Zor the Branch vro shell afferd advice and aid in sales 


linisun between the Branch and Fugazy New York 


G> per conth payable by Fugazy 


(2) the sum of $40,000 per eech of the first four agreement years 


or 50% of 


oF Fugezy 


Tilizois in each of said years, whichever 


is greater, end the su 


Mr 
rt 
S 
is) 


ereement year or 5C% of the 


net earninzs of Fugezy 1 


whichever is greater,-psvable 


as follews: Commencire 3 , I98F, aad d= each monte thereafter durizg the 
oF ae ‘ 

term of ti agreement Fonszy azy New York om the 
15th day of each month 52% of the net earnings of Fugazy illinois in the pre- 
ceding month. In the event the agaregate roathly payments in any one of the 
first four agreement vears is less then $40,000, Fugszy Illinois shell pay 

mee ae ; \ 
to Yugazy New York the 

-werls in’ ceid 

e  edose of 2210 
° +. 7 ‘ i 
F Seah ae 
3 R . \ 
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. 


the aygregate payreats to Fugezy New York equal $175,000, which Fugazy lilinois 


‘at its election may prepay in wnole or in part at any time, all payments there- 


after by Fugazy lilincis to Fugezy hew York shall be mace in accordance with 
su>dparagraph (b) of this paragraph &.° 


(b) Co=mencing at such time as the vayments uncer subparagraph (a) 


above equal $175,000 continuing to and including the termination of this egree- 


- 


ment, Fugazy Illinois shall pay to Fugazy New York on the 15th day pf ecch month 


commencing the renth following the month in vrich the aggregate payments pur- 
suent to subperagraph (2) above equal $175,600 an amount equal to 1% ci the 


revenue of Fugazy Illinois du receding month. 


(c) For the purpesss 


‘cing as of the cate hereof to and including June 30, 1968 and each 12-month 


period thereafter commencing July 1, in eacn of the years 1968, 1969, 1970 


and 1971 shall be deemed to be the first five agreement years, respectively. 


0 
Q 
hy 


(d) For purposes of this agreement: 


(2) “Gross Revere" shall meac gross 
(>) "Net Earnings" shall mean gross revenue less (1).rent 
on premises, or cent on equipaent, if any; (2) operating expenses includ- 


ing, but not limited to, utilities, salary expense (excluding all amounts 


payable to officers, directors, or stockholders or their relatives for 


seleries and/or expenses in excess of $10,000 in the aggregate during say 


agreement year), payments’ to carriers, hetels end related items, interest, 


ragrash (2) above, -the period cccsen- 


rs from all sources; 
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printing, stazionery and supplies; (3) the service charge of $100 per mor.th 
payable to Branch to Fugazy New York for the services of ex Account Cxecutive; 


1) all other costs reasonably incurred as expenses of doing business and 
. P = s 


zzproved by Fegazy New York. 


(e€) Fugazy Illinois during the te=m of this agreement shall pay to 


£ the cost of participation in 


YD 
es 
ret 


zy New Yorx $100 per month as its shz 


New York with its branches and 


the cooperativ2 advertising program of Fu 


licensees. 
‘ wee 
towards the payment obligations of 


‘ 
i R 


(>) hereinabove all sums paia to 


ri 


(£) Fugazy New York shall cred: 


mh 


Fugezy Illinois under suoparasraphs (a) an 


cezy New York during the pertinent periczs under said subparegraphs dy the 
= Da o - ea ° r 7 


Fugezy New Yorx branch office or licensee in East Crange, New Jersey in coa- 


nection with the sale, handling and arrangement of travel services for the 


Foster-Wheeler commercial account by said branch office or licensee. 


of nuference Appointments. Fugazy Ttilinois shall heve 
eS poi ’ 


the right at any time after the paynents under subparagraph (a) of paragraph 


8 hereof equei $175,000 to apply for its om confexcence appointments in LATA, 


business of ¢ 


ase, TAG, TE 


motice in writin 


to Fugazy New York advising that Fugazy Illinois dasires the 


a 
o 


zy Wew York 


szcn conference appointments, 


(2> Fugezy Illinois agrees thet the following shall constitcte an 


‘Event of Defeutt prior to th2 time that ! Illinois acquires its om con- 


ference appolctments for the Branch persyant to Paragraph ? hereof: Fei lure 
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to rvcord or account for sonies received by or payeble to the Branch; failure 
correctly to record, report or account ier contracts for trave! or travel ser- 


‘ 


vice; failure accurate1; to compute anc pay when due sims payable under this |! 


agreement to Fugazy New York or payable persuant to other transactions or con- 


tracts with Fugezy New Nork; breach of acy of the provisions of this egrecment 


to be performed by Fugazy Tilinois or of any other agreement with Fugezy New: 
York: conduct resulting in termination by the landlord of the lease cf the a : 
Branch Office or other leese of Fugazy Illinois for the Branch; breach of any 

rule or regulation of TATA or ATC or of eny other transportation conference 

which hes the effect of exposing Fugazy New York to charges oi improper con- 

duct of the trevel agency business, or fines or penalties or loss of its elig- 
ibility to conduct seme and any other corjuct which wovld tend to bring Fugazy 

New York’ into public disrepute and injure the good naze, reputation, trade 


rr 
PS 


name or trademarks of Fugazy New York. 

{b) Fugazy Illinois agrees thet the following shall constitute an 
Event of Default at any time during the term of this agreement: If a decree 
or order of a court having jurisdiction sn2ll have Leen entered decreeing or 
adjudicating Fugezy Illinois a bankrupt or insolvent end such decree or ordei 


shall heve remained in force, undischergee end unstayed, for a period of 


thirty (30) days; if 2 devvee or order of 4 court having jurisdiction for the 
appointment of a receiver or a liquidator or trustee or assignee in Déenkrup- 
tcy or insolvency of Fuzazy Illinois re its property shall have been entered, 
and such cecree or ordez shall have remcined in force, undischarged end un- 


«stayed, for a period of thirty (30) days; if Fugazy Illinois shall ‘institute’ 


proceedings to be adjucgead 2 voluntary bankrupt, or shell consent to tne 


PR si a ee 
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filing c & bankruptcy proceeding against it, or shall cousent to the scppoint- 
rent of a receiver or lievidator or trustee or assignee in bankruptcy or in- 
* -golvency of Fugazy Illinois or of its property, or shell rake an assignment 


for the benefit of creditors, or shell edmit in writing its inability to pay 


its debts generally as they become due; ii a warrant oi ettachment cr levy 


on a judgment or other sinilar process against all or eny substantici portion 
of its property is served or made, which is not removed and discharged within 
thirty (30) days after entry, levy or service; or if it permits the use of 
the Branch for an illegal purpose. 


(c) Fugazy Illinois agrees that the following shall constitute an 


Event of Default after the time that Fugazy Ill‘:ois acquires its om 


i 


conference appointment pursuant to Paragraph hereof: Failure fo eccount 
for monies received by or peyable to the Branch; failure to account for con- 
tracts for travel or travel service; failure to pay when due sums pcyable 


under this egreement New York or payable pursucnt to any other 


transactions or contracts vith Fugazy New York; breach of any of the material 
provisions of this agreeaent to be performed by Fugazy Illinois or any other 
agreement with Fugazy New York; breach of any rule or regulation o: LATA 
ATC or of exy other transzortation conference which hes the effect of ex- 
posing Fugezy New York to fines or penalties or loss of its eli 
conduct the travel agency business and eny other conduct which would tend 


to bring rcz 


vy New York into public disrepute and injure the good nexe, ré- 


putation, trealze name or trademarks of Fug 


azy New York. In the event that 


. 


there is @ispute between Fugazy New Yors end Fugazy Illincis es to «nether 
an Event ef Default has ececurred under this subparagraph 9(c), the cetermin- 


otion as te whether er not such en Event of Default o7-s cccurred shall]. be 


& 
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‘ “4 


made by an arbitratica proceeding under the rules and reguleticzus of the 


American Arbitration Association to whom the matter shall te referred by 


ire ek : aap 


the parties hereto within twenty (20) days after receipt o- written notice 


of Default pursuant to Paragraph ll{aj hercof. 
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ll. Remeci 


| ‘ (a) Upon the happening of any one cf the Events of Default herein 
; ‘ 7 : i } 
deseribed in Parzzre>h 10 unless cured within twenty (20) days after receipt 


of written notics from Fugazy New York of the cscurrence of any such Event of 


inois agrees that Fugazy Nes York in its sole discretion , 


sheii nave the absolute right by written notice to Fugazy Illinois to termin- 


ve as oi the date of such notice of termination. 


his agreement be terminsted pursuant to the terms and 


gazy New Yorx is specificelly authorized, permitted, and 


eny liability, to enter upon and remove from the Branch 


Fecgazy Mew York's stocks of tickets, validating stamps, ac- 


counting books and documents and 211 identification bearing the name or in- 
Mev York and any and all other display items anc personelty 


‘ex: York; and in the event of sech termination Fugazy New 


York shall not be recuired to return any monies vaid to it by or on behalf 


ion and have no 


ct 


of txezazv Illincis, and shall be under no furtrer obliga 
further liability to Fugazy Illinois hereunder. 


this agreenent pursuant to the terms and 


tely cease using the neme 


= t 
me db 


in any memer whatsoever, including, vithout limitation, t 


nize "Fugazy™ in its corporate nare. in th< event of the failure of Fugazy 
termination of this agreeicent, 


Son or otherwise to prevent 


Unless 0 


upon the happening of én Event oof De efeult: 


i « Yaka 


4” “e s . 


=n full force enc effect for a-pericd of nirety- 


this Agreement shall re 


nine (99) years commenc? 


mination of this agreemen 


solute right to continue the Brauch or ang onerate a travel 


ency office for its cya eccount, directly through en employee or incirect- 
age 5 1 = eae = t J : 
ly nous an agent or independent contrector, ik the same area shtwn o> 


Exhibit A piste: herete, or elsevinerc, Free for am; 


VATsaoss A) Or tae yea iat, sence epearaae 


"14. Renetdies of Fusazy Tliine 


AUAES In the event Fugezy New York is ad- 
: =a. we 
judicated a barckrupt or sermauentiy Leses.its conference 


and ATC at env time @uring the term. hereot, Fugaey Illinois shall. heve tie 
5 > Baey : 


right to tersinete this egreenent and thereafter ne 


bave any 


af 


$ect Fuss (graph 
In such e however, bu) 1 i Aali heve 


thereafter to use the meme "Fugas 
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notice to Fugazy New York and thereafter neither party hereto shall have eny 


further liability to the other hereunder, except that nothing herein shall 


4 
rf 


affect Fugazy New York's rights under subparagraph (b) of Paragraph ll hereof. 
If Fugazy Illinois coes not so elect to temninate this veer such event, 
this egreement shell remain in full Seene and effect except that Fugazy I11- 

inois thereafter shall cease using the nare “Pyge zy" for as long as the rules . 


and regulations of seid conferences prohibit the use thereci. 


cation, Insurance and Fidelity Bonds. Fugezy Illinois 


agrees that durinz the entire term of this agreement it will protect, incem- 


nify and save hermiess Fugazy New York from end against any and all loss, 


damaze, liability or attorneys’ fees and other costs and expenses incurred by 


Fugazy New York D ezy illineis, the Branch 


Q 
ie} 
ny 
G 
in 
o 
oO 


~ 
~ 
ap 
rw) 
13) 
oa 
{| 
(a) 
. 


or any of its agents, servants, employees or guests, and from a ; 
demages, chosen in action, suits or rights of any parties, persons or cor- 


orations arisin the operation of the Branch; to provide Public Liability 
Insurance with companies satisfactory to Fugacy New York with Limits of 


Branch, which 


Fugazy Nev York 
' 


as their interests mney eppear, with certificate therefor to be deliveres to 


Fugazy New York; to precure and maintain fidelity bonds with respect to sucn 
other employees in the Branch 2s Fugazy New York shall recuest and in such 


reasonable amounts r 


Vv 
a 
ie 
iv} 
wn 
et 
m 
[or 
o 


Fugazy New York; and to execute, endorse or 


guarentee such other bonds or other instruments with respect to the operation 
of the Branch, enc have any and all its employees do so 


as reasonably re- 


quested by Fugazy New York to protect itself ans to suppert 


operations of the Braach. 


A-856 


17. No Waiver. The failure of Fugazy New York to enforce at any time 
or to -object to the failure to perform any ter=, provision or condition of 
‘ ao) eee 


this agreement, or te exercise any option herein given, or to require at any} 
time, performance by Fuegezy Illinois of eny term, provision or condition 


hereof, shall in noise constitute 4 waiver thereof or of any subsequent 


breach or affect the validity of this agreement or any part thereof, or the 


right of Fugazy New York thereafter to enforce the same, but shall apply only 


Fe 
to the specific instance to which the weiver is Sirected. 
ve 


18. Renedies cf Fugazy New York Not Fx 15i The rights and rene- 
KREMECLES OF  Funscy = rs 


dies of Fugazy New York specifically : navel seek “abst be exclu- 
sive, but shall be in eddition to ear other ri¢nts and remedies to which 
Fugazy New York shall be entitled at law, in ecuity oz othervise. at 

19. Assignedility. Neither this agreement nor the rignts 
Fugazy New York to Fugazy Illinois sn2li be assiznable by Fugazy Tilinois 
without the written cousent of Fugezy New York. 


20. Notices. Any notice required or permitted by any prevision of 


this egreement shall be deemed to have teen sufficiently given or served for 


with a copy to ; 
Messrs. Kraner, 
29: (Ss0> 


Bite Seale ’ 
, New York, N.Y. 


sei kl 
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or to any other aéGress or ectresses as shall de designate? from time to time 
by Fugazy New Yor. : ; iy eS, - 


If to Fugazy Titz=ois, to: Tee oe ; 
Fugazy Tre. Bureau of Illinois, Inc. © ; 


Attention of Mr. William D. Fugezy 


>» Esq. : : ; 
égewood Avene ' } ‘ 
Jersey 07632 


with a copy to: Geary S. St= 
East 64th R 
Paramus, 


or to any other e-cress or ec2resses as shall be designated from tine to time 


by Fugazy Illincis. All notices shall be deemed to have been given on the 


; \ i 


date of receipt. ae : 


This agreement may be éxecutee in any number of 


counterparts, eacn of which «when executed and delivered shell be an oziginal 
t > : : & 2 


but all such coexzterparts sn2il constitute one and the sence instrument. 


This agreement supersedes ell prior agreenent 


and 2 parties end may not te changed or ternineted 
orally, and no sttempted change, termination or waiver of any of the provisions 


in writing acd signed by the party ageinst whom 


23. Lew Governing. This agreement shall be governed by and construed 
eccording to the las of tne Stete of New York. * 


IN WITNESS WHEREGF, tne parties herete have executed this agreement 


the day and yeer first above “ritten. ue ) 


FUGAZY TRAVEL BUREAU, INC. 


: OF TLarners, mm 


Sie ag J pahsenne sy y, 

BY a teh Some Sona rit on = ee nen 

a crest pees a ee le 

3 SE Se 
¢ me 

e ale a 


Std 


ewan 


BEST COPY AVAILABLE 


stare or 6 fe ~ Ferrel ) 


2 } mee: , 
county oF 9 fv@ar Y0IT® ) sh ) 


- - > 


i . ‘ i 
a t) Pease 
Oa this JF dav of June, 25:7, befcre me personally cane PA, |b OSes 
{ > ¥r ; in oS 
* ; — Ute 


- 


to be known, who being by ne duly sworz., did depose an? say that he resides 


aANY 
« tomaary FY,  * 
that he is a KES Ac) 


of FUGAZY TRAVEL BUREAU OF ILLINOIS, INC., the corporetion described in and 
which executed the foregcing instrum ; that he knows the seal of said corp- 
oration ; that the seal ciiixed thereto by said corporation is such seal; that 
it was aiiixed thereto py order of the Boerd of Directors of said corporaticn; 


and that he signed his nexe thereto by like order. i 


LZ 


Notary Puplic , 


‘ 


STATE OF [Pew jetY ) 


COUNTY OF a Veils ) wey 


on this /[Y" ey of June, 1947, 
att. cY, pe 


gx 


: fa 
he ban 


2, ¢n eing bv ce duly sworn, did depose and say that he resides 
st BE FOIA STA YC, FY 2 x 
that he is @ | he ante HL MPG ALEL 
of FUGAZY TRAVEL BUREAL, inc. the corperation described in and which executes 
s instrument; s the seal of corporation; that ¢t 
seal afi @ thereto by s om is such seal; that it was affixed 
ov order of the Scs tors of said corporation; and that h 
signed his neme thereto by s 


in) 


‘Notary 


te 


he agreement entitled "EXHIBIT C" dated eas 


dax of June, 1967, by and betiieon FUGAZY TRAVEL BUREAU, INC. 


and FUGAZY TRAVEL BUREAU of TLLINOIS, INC. which is annexed to and part 


yy TL 
the egreement dated as of the {4 day of June, 1967, by and between 


TRAVEL BUREAU, INC. and TRAVELCO, INC. Whenever and wherever there is re- 
ference to EXHIBIT A" in said agreement, said reference shall be to the following 
ew York City: All ti -< of the Borough of Manhattan (New 
miy), in the City of New York, which is norch of Canal Street, Manhattar 


New York City. 


OFFICE OF THE PRESIDENT June 22, 1967 


Travelco, Inc. ~ 
c/o Gary Stein Esq. 

East 64 Ridgewood Ave. 

Paramus, N.J. 


Gentlemen: 


The undersigned, Fugazy Travel Bureau, Inc. (Fugazy New York) entered 
into an agreement (Option Agreement). with Travelco, Inc. (Travelco) dated 
as of June 19, 1967 pursuant to which Travelco obtained an option to pur- 
chase all of the issued and outstanding stock of Fugazy Travel Bureau, Inc. 
of Illinois (Fugazy Iliinois) subject to the conditions set forth in a cer- 
tain Letter Agreement dated as of June 19, 1967 between Travelco and Fugazy 
New York. It is understood and agreed that said Option Agreement is hereby 
amended as follows: 


1. All of the language in Paragraph 2 of said agreement is hereby 
deleted and the following language is hereby substituted in its place and 
stead so that said paragraph 2 shall read as follows: 


"2. Option Price: In consideration of the grant of the option provided 
under Paragraph 1 above, Travelco shall pay to Fugazy New York the sum of 
Two Hundred Fifty Thousand Dollars ($250,000.00), payable as follows: Seventy 
Five Thousand Dollars ($75,000.00) in cash by certified or bank cashier's 
check in New York funds upon the execution of this agreement; One Hundred 
Seventy-Five Thousand Dollars ($175,000.00) by five installment payments, the 
first four installments in the sum of Forty Thousand Dollars ($40,000) each, 
payable, one, two, three and four years, respectively, after the date of said 
execution, the fifth installment in the sum of Fifteen Thousand Dollars 
($15,000.00) payable five years after the date of said execution evidenced by 
execution and delivery by Travelco to Fugazy New York upon the executy m efo9 1967 
this agreement of promissory notes for each installment dated as of /abe pay- ’ 
able without interest as hereinabove provided. It is understood and agreed, 
and said notes shall so provide, that Travelco will be entitled to a credit. 
against its obligations for installment payments and against said notes equal 
to the amount of the payments made by Fugazy Illinois to Fugazy New York pur- 
suant to Paragraph &(a) of the Management Contract (a copy of which is annexed 
hereto as "Exhibit C"); ximoxideady xboterrnem K HH KR XOUOM EK KDE X ROKK HB BOA 
SOK IK XK KAO MAX MOH ON ROCK X HAMA OOK MOH KOK SH KIX 5B KAP BEHMBEXBK 

SOWEXHOUEX MATHS HRC K REN eK Bok. Said notes shall be payable in 
whole or in part at any time without penalty." 


E “he So 4 : ‘ 
e . oe fi : ,, x/> 
os sasuee DEFENDANTS' EXHIBIT YY 
Sugazy Sravel ys ees Tne, 


488 MADISON AVENUE, NEW YORK, NEW YORK 10022/ PLAZA 3434 Ke ¥ 


Ih Eu 


2. All of the language in Paragraphs 3(b) and 3(c) of said agreement is 
hereby deleted and the following language is hereby substituted in its place 
and. stead so that said Paragraphs 3(b) and 3tc) shall read as follows: 


"3(b) In the event that upon the Effective Date Travelco shall have pre- 
paid to Fugazy New York the sum of $175,900.00 payable under the provisions 
of Paragraph 2 hereof, then Fugazy New York shall deliver to Travelco on the 
Effective Date certificates of stock representing all of the then issued and 
outstanding shares of stock of Fugazy Illinois duly endorsed in blank with all 
requisite stock transfer stamps affixed." : 


"3(c) In the event that upon the Effective Date Travelco has not prepaid 
to Fugazy New York the sum of $175,000.00 under the provisions of Paragraph 2 
hereof, then in such event Fugazy New York shall deliver the certificates of 
stock representing all of the then issued and outstanding shares of stock of 
Fugazy Illinois, duly endorsed in blank with all requisite stock transfer 
stamps affixed, to the law firm of Kramer, Marx, Greenlee and Backus, Esqs., 
29 Broadway, New York, New York, to be held in escrow until said sum of 
$175,000.00 has been paid in full, at which time all such certificates shall 
be delivered to Travelco." 


3. All of the language in Paragraph 8(d) of said agreement is hereby de- 
leted and the following language is hereby substituted in its place and stead 
so that said Paragraph 8(d) shall read as follows: 


"Fugazy Illinois is capitalized for One Thousand Dollars ($1,000.00) and 
has issued and outstanding 1C shares of capital stock, all of which shares have 
been issued to Fugazy New york. Fugazy New York agrees that during the period 
the option granted hereunder remains in-effect, Fugazy Illinois shail not be 
authorized to issue any additional shares of capital stock without the written 
consent of Travelco and that in the event any such additional shares are auth- 
orized to be issued they shall be issuable only to Fugazy New York and shall 
thereupon become stbpct to the option hereunder." 


Very truly yours, . 


FUGAZY TRAVEL BUREAU, INC. 2 


By: Otto Marx, Jr se of the Board 
Approved -and Accepte ' 
Travelco, Inc. 


te 


7 ALCE / ar 


ae a Se 
by: Irwin Fruchtman, Chairman of the Board 
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STATE OF New York ) 
) 886: 
COUNTY OF New York ) 


On this 22nd day of June, 1967, 
before me personally came Otto Marx, Jr. 


to be known, who being by me duly sworn, did depose and say that he resides 
at 2 East 8¥th Street, New York, New York : 

that he is Chairman of the Board of Directors of FUGAZY TRAVEL BUREAU, INC. 
the corporation described in and which executed the foregoing instrument; 
that he knows the seal of said corporation; that the seal affixed thereto 
by said corporation is such seal; that it was affixed thereto by order of 
the Board of Directors of said corporation; and that he signed his name 
thereto by like order. 


flay Cor 
Notary Public 


Ror, Lelie 
NAY Pua e ADLeK 
Ps 40021750 08 OF New 
= Mc Geet 
STATE OF , ) 
) ss.: 
COUNTY OF ) 


On this 27..@ay of June, 1967, 
before me personally came Irwin Fruchtman 


to be known, who being by me duly sworn, did depose and say that he resides 
4339 Sarcte) Ahan 

at Toledo, Ohio 

that he is Chairman of the Board of TRAVELCO, INC., the corporation described 

in and which executed the foregoing instrument; that he knows the seal of said 

corporation; that the seal affixed thereto by said corporation is such seal; that 

it was affixed thereto by order of the Board of Directors of said corporation; 

and that he signed his name thereto by like order. 


Pau. eee, 
Notary: Public 


MARIE J. HENNINGER, Notary Publie 
Lucas County, Ohio 
My Commission Expires April 7, 1970 


—— 
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STATE OF NEW YORK ) 
te 3 - : 3 88.3 
COUNTY OF NEW YORK ) 


. OTTO MARX, JR., WILLIAM D, FUGAZY and LOUIS y, 


FUGAZY, being duly and severally sworn, each for himself, 


Geposes, and Bays; 


That he and all members of his family have 
divested themselves of any interest, direct or-indirect, 
that he or they may have had in any Franchise, as that term is 
defined in the Purchase Agreement dated October 10, 1967, 
between the Diners' Club, Inc. and Fugazy Travel Bureau, eat 
rs Travelco, iia a Pennsylvania corporation, and in 


Travelco, Ine., a New York corporation. 


‘Subscribed and Sworn to 
.. before me this 59 day 
oF. October, 1967.-: 


a 


nae Public 


‘ » GERARD 24 JOr € 
Notary Pudkc, State of ew York 
Saeting : 31-7126300 
in New York County 
_Esinmission —_— Siarch 30, 1968 


= 


+ ee ame te 
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THIS AGREEMENT, made the lst day of August, 
1967, by and between WILLIAM D. FUGA2Y, residing at Sunny Ridge 
Road, Harrison, New York, (hereinafter called "William"), 

IRWIN FRUCHTMAN, residing at 4333 Forestview Drive, Toledo, 
Ohio, (hereinafter called “FPruchtman") and LOUIS FUGAZY, 
residing at 62 Sunnyside Way, New Rochelle, New York, 
(hereinafter called "Louis"); 

WITNESSETH 

WHEREAS, the parties hereto constitute the holders 
of all of the outstanding shares of stock of Travelco, Inc., 

a New York corporation, (hereinafter called the "Corporation”") ; 
and 

WHEREAS, the parties hereto desire to set forth 
their understanding as to certain aspects of their relation- 
ship as Stockholders; 

NOW, THEREFORE, in consideration of the mutual 
covenants and conditions herein contained it is hereby agreed 
as follows: 

1. Neither William, Fruchtman nor Louis shall 
sell, assign, transfer, encumber or in any way dispose of, 
except by the instrument admitted to probate as their Last 
Will and Testament, any portion of their respective stock- 
holdings in the Corporation, without the written consent of 
the other stockholders. 


2. It is intended that Irwin Fruchtman be elected 


and serve as Chairman of the Board of the Corporation; that 


William D. Fugazy be e)ected and serve as President and Louis 
Fugazy be elected and serve as Secretary-Treasurer of the 


Corporation. Each of the stockholders will vote their shares 


at all meetings of the stockholders held within the five (5) 


years following the date hereof for the election of Irwin 
Fruchtman, William D. Fugazy, Louis Fugazy, Martha Fruchtman 
and Shirley Fruchtman as the sole members of the Board 
of Directors of the Corporation; provided, however, that at 
such time as a certain loan in the amount of $99,000.00 from 
the Franklin National B -he Corporation has been ful 
repaid, the stockholders will vote their shares for a Board 
Directors consistil of William D. Pugazy, Louis 
Irwin Fruchtman, < minee of William D. Fugazy 
of Irwin Fruchtman,. 
borrowed the 
1967 and 
aranteed 
and Louis hereby agree to indemnify and hold 
against any and @ losses arising out of his guarantee 
Franklin National Bank of the Corporation's loan. 

4. At such time as the Corporation's loan of 
$99,000.00 has been repaid in full to the Franklin National Bank, 
William and Louis shall have the option, exercisable upon 
written notice to Frucntman, to purchase from Fruchtman, for 


a total consideration of $1.00, such number of shares of the 
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stock of the Corporation owned by Fruchtman so that upon com~ 
pletion of the purchase William and Louis will each own thirty 
per cent (30%) of the ovtstanding stock of the Corporation and 
Fruchtman will own forty per cent (40%) thereof. Upon receipt 
of written notice from William and Louis of the exercise of 
such option, Fruchtman will promptly deliver to William and 
Lovis certificates for the appropriate number of shares of 
stock of the Corporation for transfer on the books of the Cor- 
poration. 

5. This Agreement shall be governed by and construed 
in accordance with the laws of the State of New York. 

6. This Agreement supersedes all prior agreements 
and understandings between the parties, may not be changed or 
terminated orally and no attempted change or termination or 
waiver of any of the provisions hereof shall be binding unless 
in writing and signed by the party against whom the same is 
sought to be enforced. 

7. All certificates representing shares of stock of 
the Corporation, upon issuance, shall be stamped to indicate that 
they are subject to the provisions hereof. 

IN WITNESS WHEREOF, the parties hereto have executed 
this agreement this day of August 1967. 


In the Presence of: S/ LoS 
William D. Fugazy 


S/ L.S 
Irwin Fruchtr.an 


S/ L.S. 
Louis Fugazy 


ee 
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October 13, 1967 
Messrs. William D. Fugazy and Louis Fugazy 


488 Madison Avenue 
New York, New York 


Dear Bill and Louis: 


This is to set forth our agreement as to the winding up of 
Fugazy Travel Bureau, Inc. (hereinafter called the “Corporation” ), 
the assets of which will be sold to the Diners’ Club, Inc. 
(hereinafter called "Diners"), pursuant to an executory purchase 


agreement dated October 10, 1967, (hereinafter called the "Purchase 
Agreement"). 


(1) In consideration for the sale of the Corporation's assets 
to Diners the Corporation will receive, subject to various adjustments 
as provided for in the Purchase Agreement, the following: 


(a) Cash in the amount of $2,809,669, of which $2,439,587 
will be deposited in a creditor's account in Bankers Trust 
Company and administered in accordance with the provisions of 
Section 1.4 of the purchase Agreement; and 


(b) 62,000 shares of common stock of Diners, 5,000 of which 
shall be in the name of A. Mitchell Liftig in satisfaction of 
the Corporation's obligations to Liftig for services rendered 
in connection with the sale of assets, and the remaining 57,000 
Shares of which shall be held in escrow in accordance with the 
provisions of the Escrow Agreement dated October 10, 1967, 
between the Corporation, Diners and the Escrow Agent. 


(2) In addition, a subsidiary of Diners ("DFT") is entering 
into Employment Agreements dated October 10, 1967, with each of you, 
and with Otto Marx, Jr., pursuant to which you and he will be employed 

- by DFT in an executive capacity and will receive as part of your 


compensation for services contingent payments (hereinafter referred to 
as "Percentage Compensation"). 


(3) It is our understanding that the proceeds of the sale of 
the Corporation's assets to Diners shall be applied first to the payment 
of all of the liabilities of the Corporation, including the Corporation's 
liabilities to Travel Credit Corporation and Marx & Co., Inc., with 
interest, to the redemption of the outstanding preferred stock of the 
Corporation with accrued dividends to date and to the repayment to 

Marx & Co., Inc., of a capital investment in the amount of $50,000 in 

the Corporation's common stock. For purposes of this agreement, the 
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amounts owed to Travel Credit Corporation and Marx & Co.,. Ines and 
the amounts necessary to reduce the outstanding preferred stock with 
accrued dividends and to repay $50,000 to Marx & Co., Inc., with 
respect to its capital investment shall be deemed to be "liabilities" 
of the Corporation. 


Pursuant to a plan of liquidation being adopted today, the 
Corporation will be liquidated prior to October 13, 1967, pursuant 
to section 337 of the Internal Revenue Code. 


(4) To effectuate the foregoing understanding, it is agreed 
as follows: 


(a) All unrestricted assets of the Corporation +:?1l1 be used 
to discharge its liabilities. As soon as possible, and in any 
event prior to October 13, 1968, all remaining assets of the 
Corporation (including, but not limited to, any cash held ina 
creditor's account pursuant to paragraph (1) (a) above, and any 
Diners stock held in an escrow account pursuant to paragraph (1) (b) 
shall be distributed pro rata to the stockholders of the Corporation 
who shall individually assume their pro rata share of any remaining 
liabilities of the Corporation, all in the following proportions: 
William D. Fugazy - 25%; Louis Fugazy ~ 25%; Marx & Co.» Inc. = 
40%; John V. Summerlin - 10%. 


(b) Each of you agrees that all of the assets of the 
Corporation distributed to you in the liquidation of the Corporation 
will immediately be placed in escrow with Bankers Trust Company 
(or another mutually acceptable escrow agent), pursuant to an 
escrow agreement to be entered into with such escrow agent, to 
secure the payment of your share of the Corporation's liabilities 
assumed by you in the liquidation of the Corporation (hereinafter 
referred to as "your assumed liabilities"). If, at the time of 
such liquidation or at any time thereafter, the fair market value 
of the assets held by the escrow agent is less than 200% of the 
undischarged portion of your assumed liabilities, you also agree 
either 


(i) to pay to the escrow agent cash or its 
equivalent in an amount equal to such difference, or 


(ii) to assign to the escrow agent all of your rights 
to receive Percentage Compensation under your employment 
agreements with DFT, subject to the provisions of sub- 
paragraph (c) below. 


Any assets assigned to the escrow agent under clauses (i) or (ii) 

of this subparagraph shall thereafter be retained by the escrow 
agent as additional security, or shall be applied by the escrow 
agent in accordance with the terms hereof, without regard to whether 
the fair market value of the assets held by the escrow agent at 

any subsequent time is more or less than 200% of the then undis- 
charged portion of your assumed liabilities. 


(c) In the event that either of you assigns your right to receive 
Percentage Compensation to the escrow agent pursuant to subparagraph 
(5) above, the escrow agent shall be authorized to distribute to 

the assignor an amount equal to his Federal income tax liability 
(including his estimated tax liability) attributable to such 
Percentage Compensation. Such distribution shall be made within 

five business days following receipt by the escrow agent of a 
written statement from a certified public accountant specifying 

the amount of such tax liability and the due date of payment thereof, 
which due date shall be not more than fifteen days after the date of 
Said written statement. The assignor's Federal income tax liability 
attributable to such Percentage Compensation shall be the difference 
between the assignor's actual Federal income tax liability and the 
Federal income tax liability he would have incurred if he had 
received no Percentage Compensation during the taxable year in question. 


(d) The assets placed in escrow by you, the proceeds from 
the sale of any assets held by the escrow agent, and all dividends, 
interest and additional stock received by the escrow agent on or 
with respect to the escrowed assets,shall be retained by the escrow 
agent as additional security or applied by the escrow agent 
in accordance with the terms hereof. 


(e) Except as otherwise provided in subparagraphs (g) and (h) 
below, you will have the right to direct the escrow agent to sell or 
otherwise liquidate any escrowed assets (other than your contingent 
right to receive future Percentage Compensation, which shall in no 
event be assigned to anyone else by the escrow agent), provided that 
any resulting proceeds (together with any dividends or interest 
received by the escrow agent on escrowed assets) shall be invested 
by the escrow agent only in time deposits, U.S. Government obligations 
or investments approved in writing by both of you and Marx & Co., Inc. 


(f) At any time while the escrow is still in effect, you shall 
have the right to direct the escrow agent to apply part or all of the 
escrowed assets in payment or part or all of your assumed liabilities. 
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(g) If, at the time of liquidation of the Corporation, or 
at any time thereafter, while the escrow is still in force, The 
Chase Manhattan Bank demands payment from Otto Marx, Jr., Or proposes 
in writing to demand payment, of the debt now owed by the Corporation 
to Otto Marx, Jr. and in turn owed by Otto Marx, Jr. to the bank 
(which debt will be individually assumed by the stockholders on 
liquidation of the Corporation), Otto Marx, Jr. shall have the right, 
at the time of such demand or written proposal, to direct the 
escrow agent to sell or otherwise liquidate sufficient escrowed 
assets (other than your contingent right to receive Percentage 
Compensation which shall in no event be assigned to anyone else 
by the escrow agent) to discharge your assumed share of the debt 
owed to said Bank to the maximum extent possible. 


(h) If any part of your assumed liabilities remains unpaid 
at the end of 24months from this date, Otto Marx, Jr. shall have 
the right at such time to direct the escrow agent to sell or 
otherwise liquidate sufficient escrowed assets (other than your 
contingent right to receive Percentage Compensation which shall in 
no event be assigned to anyone else by the escrow agent) to discharge 
the unpaid part of your assumed liabilities to the maximum extent 
possible. If your assumed liabilities are not completely discharged 
by this procedure (in which event the only remaining escrowed asset 
will be your contingent right to receive Percentage Compensation) , 


the escrow agent will hold and distribute any subsequent proceeds 
attributable thereto as follows: 


(i) You will be entitled to receive the amount 
described in subparagraph (c) above at the time and in 
the manner described in such subparagraph. 


(ii) On the first business day following January 15s; 
April 15, June 15, and September 15 of each year, all 
proceeds not previously distributed to you in accordance 
with clause (1) of this subparagraph shall be applied to 
pay your assumed liabilities to the maximum extent possible. 


(i) The escrow shall terminate when your assumed liabilities 

have been fully paid, or when all escrowed assets (including the 
right to Percentage Compensation) have been fully exhausted, 
whichever occurs first. On termination of the escrow, any remaining 
assets held by the escrow agent shall be released to you. 


(j) The escrow agent's fees shall be paid 50% by you, 40% 
by Marx & Co., Inc. and 10% by John V. Summerlin. 


(5) In connection with the agreement between both of you and 
Irwin Fruchtman, pursuant to which you agreed to indemnify Mr. Fruchtman 
against any loss he may sustain by virtue of his investment of $100,000.00 
in Travelco, Inc., a New York corporation, which is a party to a 
franchise agreement with the Corporation for the New York City area, 
it is understood that the Corporation will indemnify you in the event 
you are required to make any payment to Mr. Fruchtman pursuant to you 
agreement with him. Accordingly, if Mr. Fruchtman has not received 
payment in full of such $100,000.00 from Travelco, Inc., prior to the 
liquidation of the Corporation, Marx & Co., Inc., and John V. Summerlin 
will place $50,000.00 in cash or its equivalent in a separate escrow 
at the time of such liguidation to secure their assumed share of the 
Corporation's contingent indemnity liability to you, or will supply you 
with their personal guarantees. Such escrow shall terminate if and when 
Mr. Fruchtman received payment in full from Travelco, Inc., or at such 
other time as you, Marx & Co., Inc., and John V. Summerlin shall mutually 
agree, and av such time any remaining amounts of such $50,000.00 if 
deposited and held by the escrow agent shall be released to Marx & Co., 
Inc., and John V. Summerlin. The escrow agent's fees shall be borne 
in the proportions stated in paragraph (4) (3). 


If the foregoing accurately sets forth our understanding, your 
Signatures at the place provided below will constitute this a binding 
agreement between us in accordance with ite terms. 


Very truly yours, 


MARX & CO., INC. 


By S/Otto Marx 


S/John V. Summerlin 
John V. Summerlin 


Accepted: 


S/ 


j j D .F 
William D. Fugazy 


S/ Louis V. Fugazy 
Louis Fugazy 


Inter-Department Correspondence 
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TO: MR. WILLIAM WARD Date NOVEMBER 15, 1967 


“Subject: 


From: WILLIAM pen FUGAZY )} 


Dear Bill: 


It is important that, if possible, we conclude 10 franchise sales: during the month 
of November. This would be our biggest month and would give us a good reason 
to issue a press release on the strength of the new combination of Diners-Fugazy. 


Your previous memorandum indicates that you contemplate closing seven to eight 
franchises. I have, today, advised Bob Skillen to conclude the franchises of Diners- 
Fugazy of Great Britain, Diners-Fugazy of Mexico and, if possible, Diners-Fugazy 

of Bangkok. This would bring us up to a total of 10. 


Certainly this is very important as it would give us the necessary momentum to show 
the acceptance of our program due to the merger with Diners. 


I want all franchise salesmen to work as many hours as necessary to conclude this 
minimum number during the month of November. I would also like the same number 
to be projected for December and starting in January a total of 12 closings per month. 


Please advise me if it is necessary to increase our advertising budget in order to 
gear up for this number of closings. 


WILLIAM DENIS FUGAZY 


WDF: pfr 


C: Messrs._Alfred Bloomingdale, Tom Hays, Otto Marx, Jr., Robert Phillips, 
Tom Coonerty, Robert Skillen 
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May 19, 1969 


Mr. George Faunce, President 
Diners Club 

10 Columbus Circle 

New York, New York 10019 


Dear George: 


As I am going to Europe on Wednesday, the 2lst of May for a 
couple of weeks, I thought I would summarize our discussions 
at lunch last week relating to an alternate plan so that the 
Marx/Fugazy block of Diners Club shares would not have to be 
registered at this time. 


As I mentioned to you, the two major debts of the old Fugazy 
Company are $1,350,000 which I have borrowed from The Chase 
Manhattan Bank on a Demand basis at an interest rate of 1/2 of 

1% over the prima rate. This loan is collateralized by my own 
securities, not the Diners Club shares, as they would not accept 
unregistered stock. The second major amount is owed to Marx & Co., 
and that amount is $686,383.58; plus interest advanced against 
these two loans as of June 30, 1969, of approximately $40,000. 

The total due Marx & Co. as of that date is $724,000. 


The following is a suggested alternate plan: 


1. Diners takes over under its lines of credits 
the $1,350,000 loan at the Chase Manhattan. This would 
no Goubt be done at the prime interest rate. 


2. Marx & Co. retains the notes due them, as mentioned 
above, in the total amount of $724,000. 


3. The Marx/Fugazy group escrows its 95,000 shares of 
Diners Club stock against the $1,350,000 of debt assumed 
by Diners Club. 


4. Over a maximum period of three years such loans will 
be paid down with Diners Club stock in the following manner: 


Mr. George Faunce, President May 19, 1969 
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Diners Club 


4. 


(continued) 


a) There will be a take-down at intervals of 

6 months of such shares at the current market for 
Diners Club stock at the time. At $26 per share, 
84,000 shares or a total of $2,184,000 would more 

than satisfy the aforementioned debts. Such debts 
amount to $2,074,000. Hence, if the alternate pro- 
posal were activated assuming the stock is selling 

at $26, the first take-down of 14,000 shares would 

be worth $364,000. Six months from such date another 
14,000 shares would be taken down at the price on 

such date. This would be continued until the total 
debt had been eliminated. Of each 14,000 share unit, 
Diners Club would take down two-third's or 9334 shares 
and Marx & Co. would take down one-third or 4666 shares. 


b) Assuming that the price of Diners Club stock will 
improve, it will take less than 3 years to satisfy the 
debts. Once the debts are satisfied, the remaining 
shares will be returned to the Marx/Fugazy group. 


5. Interest on the Marx & Co. debt will be accumulated at 

the prime interest rate over the period of the pay-out. 

When the debts are satisfied, Marx & Co. will take the accumulate 
amount of interest owing to them out of the remaing Diners 

Club shares at the current market price at the end of the 
aforementioned term. (Three years or less.) 


6. To Summarize, Diners Club will not make any cash outlay, 
but simply take over an existing loan. The cost to them 
would be the interest on $1,350,000 per year. It is assumed 
that the stock will increase in value over the next two or 
three years. If this assumption is correct and the stock 
either by a take-over of control or by normal market procedure 
should return to $50 per share, the appreciation would be such 
in the stock held by Diners Club from the six-months take- 
downs as outlined above, that it would be sufficient to pay 

a major part of the loan. Im any event, it is a reasonable 
assumption that the increase in value of the shares will 
certainly equal the interest cost to Diners Club. In addition, 
if the stock should increase in price substantially during 

the pay-cut period, it would take far less than three years 

to satisfy the debts. 
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Page Three 


Mr. George Faunce, President 
Diners Club May 19, 1969 


Obviously if you have any other ideas on this subject, I would 

be pleased to listen to any suggestions. I would assume that 

by the time I return from Europe that the final audited figures 

for Diners Club will be available and a decision can be made 

to either register our shares or take some action on some alternative 
plan. 


Sincerely, 


Otto Marx, Jr. 


cc: Messrs. William D. Fugazy 
Louis Fugazy 
Julian Weber 
Ludwig Mandel 


P.S. I am sure you realize that this plan would 
eliminate the cost of a registration statement 
and the disclosure of a great deal of complicated 
information. 
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June 12, 1969 


Messrs. William D. Fugazy and 
Louis Fugazy 

Diners/Fugazy Travel 

660 Madison Avenue 

New York, N.Y. 10021 


Dear Bill and Louis: 


On my return from Europe I received a telephone call from the 

Chase Manhattan Bank asking for a further reduction in the 
$1,350,000 note. In addition they stated that the old note 

with a top level interest rate of 8% be paid, because of 

the increase in the prime rate of 8 1/2%, had to be exchanged for 
a new note with no interest limit and they directed me to 

pay 9%, as of the date of the increase in the prime rate. : 
If this new note was not forthcoming, they intended to cail the 
loan. Hence I was forced to acquiesce and signed a new note 

for $1,350,000 in which we pay 1/2% over the prime rate. 


I called George Faunce and Julian Weber to determine whether 
Diners Club in my absence had agreed to the plan outlined 
previously in my letter to them and to you. They stated that 
the Board of Directors of Diners Club had disapproved the plan 
and they were proceeding to register our shares. Julian Weber 
indicates he hopes with a reasonable short time to have a 
registration statement completed and ready for filing. Under 
our agreement we pay for half of the cost of such registration 
statement. We are attempting to register 58,710 shares, plus 
20% of the shares received in settlement of the compensation 
agreement which will be released this year. This will be 
approximately 7,200 shares making a total of approximately 
66,000 shares of stock. 


If we sell the shares at the current market price of $21, 

less commissions, we will receive not quite enough money to pay 
the Chase Bank loan and interest due them up to September 1, 1969. 
This will leave debts to Marx & Co. of approximately $700,000 
plus other miscellaneous debts against the remaining 28,000 to 30,000 
shares of stock pledged by all of us to eliminate debts by F.T. 
Ventures, (the old Fugazy Company). Naturally if the price of the 
stock should improve in the next three months, we shall be in a 
far more advantageous position. If this should happen, I trust 
that all our debts in due course may be paid and we shall all 
each retain some the Diners Club shares. 


Messrs. William D. Fugazy June 12, 1969 
and Louis Fugazy 


In view of the Chase Bank's approach to this matter, I have 
agreed that we would immediately register as many of such 

shares as we can and upon the effective date of the registration 
sell the shares either publicly or privately wherever there 

is satisfactory market. 


In reference to the Ernst & Ernst suit I have determined this 
morning that the attorneys for Ernst & Ernst did not appeal the 
decision of the court. Hence now they will either go into 
litigation or there will be a settlement. I will try to keep 
you posted as to the progress of this suit. 


If you have any questions relative to the aforementioned subjects, 
please let me know <> that I may further clarify the situation 
for you. 


With kindest regards. 


cc: Mr. John V. Summerlin 
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x 
MARX & CO., INC. » l¢ 


40 WALL STREET 
New Yor«#t, New YorK 10005 


HE. JOHNSON June 17, 


Mr. Harold E. Johnson 

Executive Vice President 

The Continental Insurance Companies 
80 Maiden Lane 

New York, N.Y. 10038 


Dear Herold: 
I do not know whether you saw a copy of this letter. 
It is my understanding that Diners Club has turned down the 
proposal and is proceeding with the registration of our shares. 
With kindest regards. 
Sincerely, 
Ce 


Otto Marx, Jr. 


encl/ 


1969 


oe 
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NERS CLUB et ws a PEP. 


OLUMUUB CIRCLE / NEW YORK, N.Y. 10018 / TELEPHONE: (212) Ci G-1500 / CABLE: /Ol aes 


July 15, S 


F T Ventures, Inc. 

c/o Mr. Otto Marx, Jr. 
Marx & Co. Inc. 

40 Wall Street 


erent Reeth EST ea AE 
Dear Sirs: 


As you know, in accordance with your request to us dated 
April 16, 1969 pursuant to Section 10.2 (b) of the agreement dated 
October 10, 1967 between The Diners' Club, Inc. and your pre- 
decessor, Fugazy Travel Bureau, Inc. (the'lacquisition agreeme-. it”); 
we are in process of preparing a registration statement with respect 
to the shares of our Common Stock received by you pursuant to the 
acquisition agreement, for filing with the Securities and Exchange 
Commission under the Securities Act of 1933. 


In connection with such registration, Section 10. 2(b) of the 
acquisition agreement requires that you pay to us ‘in advance an 
amount sufficient to reimburse Diners for one-half of all registration 
fees, printing costs, auditing fees (but only in excess of normal fees 
paid by Diners for its fiscal year end audit), legal fees and all other 
incidental out-of- if saaheae ‘aaeiniee incurred in connection with such 
registration statement. ' 


The estimated fees, costs and expenses of the registration, 
ased on estimates by our lawyers, accountants and printers, are as 
llows: 


Registration fees au: $ 270 
Printing costs . 25,000 / 
eae , ak 
Auditing fees (in excess of Fy 2 ss ¥, x wh Ms 
normal fees for fiscal \ a eee ee ) t 
year-end audit) ~ 15,000 ena aAKy RXPORTE® 
Legal fees  . 28,000 | \ 


Incidental out-of-pocket expenses 
(including lawyers' estimated 
disbursements) : __5,000_ : 


f © 
0) DINERS CLUB 
aaa , 
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F T Ventures, Inc. | -2- . . July 15, 196° | 


Accordingly, before we proceed further with the registratio 
we would like to have your check made out to us in the amount of $35, 
representing one-half of the foregoing fees, costs and expenses, in 
accordance with the acquisition agreement. If the final fees, costs ant 
‘expenses should turn out to be less than the above total, you will of 
course be reimbursed for one-half of the difference. On the other hand, 
if such fees, costs and expenses shculd turn out to be more than the abov 
you will be required to pay to us one-half of the excess. 


Sincerely, 


GF:ps George Faunce II 
President 


cc: Mr. William D. Fugazy 
Mr. Louis V. Fugazy 
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BERNARD BOTCIN 
@CN HERTBCAS 
BSYONEY C. WINTON 

Wa VICTOR GOLOBERG 
JAMES M. GROSSMAN 
NATHANIEL WHITEMORN 
MILTOM KLEIN 
ROBERT wOUr 

MARRY 1. RAND 
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CABLE ADORESS 
“MAYGREEN” 


TELEPHONE 
B12 -@67-S800 


JULIAN L. WEBER 
MOWARD L. WEINREICH 
RICHARD & GOLOBERG 
FREDERIC A. HICHOLSON 
SIANLEY M. KOLGER 


BY HAND August 15, 1969 


F T Ventures, Inc. 
c/o Mr. Otto Marx, Jr. 
Marx & Co. Inc. 

ko Wall Street 

New York, New York 


Re: Registration of Diners! Club Stock 
Dear Sirs: 


In connection with Mr. Faunce's letter to you of July 15, 1969, 
relating to estimated expenses of the registration, you have asked 
us for some idea of the actual expenses to date and also fur a 
brief description of the auditing work being done. 


First, with regard to the registration fee, this calculation re- 
lates to the market price of the stock shortly before filing, and 
accordingly the fee on the FT Ventures, Inc. stock appears at 
the moment to be approximately $240. 


With regard to printing costs, Sorg Printing Company informed 
us that their charges to date would be about $8,300. Sorg now 
estimates that the total cost of the job will be about $14,000. 
This is of course drastically lower than Sorg's original 
estimate of $25,000. 


With regard to auditing fees, Touche, Ross informs us that 16 1s 
not in a position to know what their charges are to date. They 
have indicated, however, that on the basis of work done and to 
be done, based, in accordance with their customary practice, on 
per diem rates, their original estimate of $15,000. is still a 
good one. They have 4nformed me that their work in connection 
with the registration statement consists principally of the 
following: 


Assistance to Company's internal accounting 
department in connection with the preparation 
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9) 


of the financial parts of the registration 
statement, including among other things, 
assistance in re-casting financial statements 
for certain prior years for purposes of the 
five-year Consolidated Statement of Net 
Earnings. 


Assistance in the prenaration of the re- 
quired financial data for inclusion in Part II 
of the registration statement and examination 
thereof. 


General consultation regarding preparation of 
the registration statement and review of 
successive proofs. 

Review of results for three months ended 

une 30, 1969 at each cf the accounting 
centers of the Company and its subsidiaries, 
and discussions with appropriate management 
personnel, and review of the latest financial 
Gata available immediately prior to filing of 
the registration statement and prior to the 
effective date thereof. 


Pre-filing quality control review of registra- 
tion statement. 


Assistance in the disposition of comments, 
af any, received from the SEC. 


Further quality control review before effective 
date of registration statement. 


‘ The reviews referred to above are essentially 
- statutory reviews arising out of requiremerts 
of the Securities Act of 1933. 


As to the legal fees, our time charges, which is the basis on which 
we bill, up to July 31, 1969, amount to $18,800. On this basis, 
our original estimate of $25,000. remains a guod one. 
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With regard to incidental expenses, including lawyers' disbursements, 
we have not gotten an accurate computation to date, but it seems 
clear enough that including some $500. for photocopying the bulky 
exhibits, the expenses to date are still under $1,000. Accordingly, 
we think a fair estimate of the total incidental expenses which 

will be involved is about $2,000. 


On the basis of the foregoing, and in consultation with Mr. Faunce, 
we have revised the estimated fees, costs and expenses of the 
registration as follows: 


Registration fees $ 2ho. 
Printing costs 14,000. 


Auditing fees (in excess 
of normal fees for fiscal 
year-end audit) 15,000. 


Legal fees 25,000. 


Incidental out-of-pocket 
expenses (including 

lawyers' estimated dis- 
bursements ) 2,000. 


Total $56, 240, 


Accordingly, F T Ventures, Inc.'s share of the foregoing, is 
$28,120. Upon receipt of your check in that amount, the Company 
is prepared to proceed to file the registration statement. 


/ 
Kes 


Apkpnatleg. 


ulian L. Weber 
JLW:ng 


ccs: 

Mr. George Faunce III, President 
Mr. William D. Fugazy 

Mr. Louis V. Fugazy 
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Shorthand Reporter 
DEFENDANTS' EXHIBIT RRR 


Mr. Alfred S. Bloomingdale, Chairman 
Diners Club, Inc. 

10 Columbus Circle 

New York, New York 10019 


Dear Al: 


Confirming our discussions of this morning relative to 

Section 10.2(b) of the agreement dated October 10,1967, 
between The Diners Club, Inc. and Fugazy Travel Bureau, 

Inc. (the "acquisition agreement") relative to the registration 
of certain shares of Diners Club, Inc. stock which we received 
at that time. It does not seem feasible to pay to Diners 

Club in accordance with tthe aforementioned acquisition agree- 
ment "in advance" an amount sufficient to reimburse Diners 
Club for one half of all registration fees, printing costs, 
auditing fees, legal fees, incidental out-of-pocket expenses, 
etc. The reason it is not fessible is that we both agree it is 
impossible to determine accurately definitive costs before the 
effective date of the registration statement. 


Hence, we agree to reimburse Diners Club in accordance with the 
aofrementioned section of the acquisition agreement after the 
registration statement is effective within 30 days after we 
receive all of the itemized bills approved by both parties. 

I trust this is in accordance with your understanding. 

With kindest regards. 


Sincerely, 


Otto Marx, Jr. 


cc; Messrs. Wm. D. Fugazy 
Louis Fugazy 
Julian Weber 
J.V. Summerlin 


s 
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E) FUGAZY ® =H) (212) 751.3434 
SSS TRAVEL —e | 


August 21, 1969 


Mr. Otto Marx 
Marx and Company 
40 Wall Street 

New York, New York 


Re: Diners Club, Inc. - Registration Statement 
Dear Mr. Marx: 


I spoke to Larry List today regarding the indemnification provision 
contained in paragraph 6 of the form submitted to you for your sig- 
nature. Mr. List agreed to forward for consideration Our position 
to the effect that the indemnification is too broad and indefinite, 
and further that we want the Paragraph eliminated. 


If it is deemed necessary that this paragraph be incorporated, I 
think, with some editing of the language, we could narrow the scope 
of the indemnification considerably. 


Piease advise me if there are any further developments. 


Sincerely yours, 


. 


of - be ie 
day: Hil " ‘ 
_/ Frederic Walker 
General Counsel 


FW/dk 


Fe 
BOTEIN, HAYS. SKLAR & HERZBERG 

sew nearecns. 200 PARK AVENUE 

« ' 
Tieicres ‘bone nG NEW “ORK,N.Y. 1OOf7 
JAMES M, GROSSMAN 
MATHAMICR WHITEMORN 
MUTOM MEK Ie 
ROBBERY wor 
BARRY |. RAND 
HOWARD 1. MICH 
ALVIN &. SCHULMAN A t 22 1 6 
RENCE SCHWARTZ 
JULIAN L. wEBER ugus ae 9 9 
HOWARD L. WEIMREICH 
RICMARO L, GOLDBERG 
PREOCRIC A NICHOLSON 
STAWLEY MM. ROLBER 

By Hand 


Mr. Otto Marx, Jr. 
Marx & Co. 

40 Wall Street 

New York, New York 


Dear Otto, 


Re: Registration of Diners' 


Club Stock 


CABLE ADORESS 
“MAYGREEN” 


TELEPHONE 
B12-@67-8500 


I understand that you have some objection to the 


indemnity which F T Ventures, Inc. and its shareholders 


individually, including yourself, have been asked to sign, 


indemnifying the Company 
information furnished by 


against liability by reason of 
F T Ventures, Inc. or its share- 


holders for inclusion in the registration statement. 


You have asked us to discuss the matter with Fred 


Walker, who is an inside 


lawyer at Diners/Fugazy Travel, Inc. 


We have doneso and we still cannot understand any possible 
objection which you may have. 


In view of the intention to file the registration 
statement early next week, and the complications in connec- 
tion with auditors' reviews which will exist if that is not 
done, we have been authorized to proceed with the filing 


without your indemnity. 


You understand of course that with- 


out your indemnity the Company «ill not indemnify you with 
respect to the overwhelming bulk of the registration material 
which was not supplied by you. 


You may wish to reflect upon the matter and if you 
Should decide to give your indemnity, it can be done after 


the filing. 


JLW: fk 


ce: Mr. William D. Fugazy 


Mr. Louis V. Fugazy 


Si cerély, 
UA Ze 
Julian L. Weber 


Mr. George Faunce III 


Mr. Seymour Flug 


Mr. Alfred S. Bloomingdale 
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OCM mEaracag 
SYONEY C. wimton 

We VICTOM GOLOeERG 
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ALVIN MH. SCH ULM Ane 
MEMCE SCmwanrs 
PULIAM LL. weeEe 
HOWARD L. wEIm merce 
MICHAMD L COLdeEARG 
PREOC MIC A. WICHOLSON 
BYANLEY m. ROL OCR 


By Hand 


Mr. Otto Marx, Jr. 
Marx & Co. 

40 Wall Street 

New York, Wew York 


Dear Otto, 


200 PARK AVENUE 
NEW YORK, N.Y. JOOI7 


CAGLE Ad0RESS 
“MAVGRE EN” 


VELEPHOmE 
12 -@@7-s800 


August 22, 1969 


Re: Registration of Diners! 
Club Stock 


I have my copy of vour letter dated August 21, 1969 
to Alfred Bloomingdale concesning payment by FT Ventures, 


Inc. of one-half of 


tne expenses of the proposed registration. 


In accordance with our telephone conversation this 
morning, it is understood that your aforesaid letter consti- 
tutes your personal guarantee of the payment of One-half of 


Such expenses, 


You refer in your letter to the payment of such ex~ 
penses to be made after the effective date‘of the registration 
Statement and within thirty days after you receive ‘all of 


the itemized bills approved by both parties.” 


I understand 


that you are to receive copies of the bills for review, but 
your obligation to Pay one-nalf of the actual expenses cannot 
of course be Subject to your approval of the bills. I am 


Sure that you understand this. 


If it were ctherwise, you 


could simply disapprove the bills and relieve yourself of the 
contractual oblisation to pay one-half of the actual expenses. 


JL: fk 


Sincerely, 
j 


« 
4 Fatt 


. 


Julian L. Weber 
! 


hon 
edhe 


cc: Mr. William p. Fucazy 
tir. Louis V. Fugazy 
Mr. Alfred S. Bloomingdale 


Mr. George Faunce III 
Mr. Seymour Flug 
Mr. J.V. Summerlin 
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MARX ° CO., INC. 


40 Wa. STREET 
New York, New York 10005 


August 22, 1969 


Mr. Julian L. Weber 

Botein, Hays, Sklar & Herzberg 
200 Park Avenue 

New York, N.Y. 10017 


Dear Julian: 


In reference to your letter of August 22nd relative to the 
registration of Diners Club stock, if you decide to file the 
registration statement without having the company, i.e. Diners 
Club, indemnify us against material which they have represented 
in the registration statement, I wish to go on record at this 
point that we feel no obligation of any kind to compensate you 
or the company for any of the expenses involved. 


We are not authorizing you to file any registration on our 
part or for our benefit without proper indemnification. 


Very truly yours, 


as / | ia : 


Otto Marx, Jr. 


ec: Messrs. Wm. D. Fugazy 
Louis Fugazy 
Affred S. Bloomingdale 
John V. Summerlin 


Z\ WWW 
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August 26, 1969 


By Hand 


Hy. Otto Marx, Jr. 
Marx & Co. 

40 Wall Street 

New York, New York 


Re: The Diners' Club, Inc. Registration Statement 


Dear Vir. Marx: 


I tried to reach you yesterday afternoon but your office 
advised me that you had left for the day. 


With respect to tne payment of expenses, Bill Fugazy 
has agreed to guarantee payment of one-quarter thereof,. up 
to a maxinum of $15,000, and yesterday I prepared an agreement 
covering such 4@ guarantee, plus a similar guarantee by you; 
I assume what you told me yesterday morning is still satisfactory. 


Enclosed are an original and one copy of an agreement 
providing tnat you and Bill Fusazy each guarantee the payment 
by F T Ventures of one-quarter of the resistration expenses, up 
to a maximum of $15,000 each. 


I had a copy of this agreement delivered to Bill Fugazy 
sterday afternoon but he had left and will not be back until 
is afternoon. 


I would appreciate it if you would sign the original 
and return it to my messenger, who has been instructed to wait. 
Of course, if you have any questions, please call me. 


Once you have signed the agreement I will then arrange 
for its delivery to Bill Furcazy for execution and then, assum- 
ings receipt of the indemnifications, in the revised form I had 
delivered yesterday afternoon, we will be ready to file the 
registration statement. 

Very truly yours 


3 


BOTEIN, HAYS, SALAR & HERZBERG 
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Enc. Lawrence 1. List 
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ae 4 August 25, 1969 


The Diners! Club, Inc. 
10 Columbus Circle 
New York, New York 10019 


Re: Registration Statement on Form S-1 


Gentlemen: 


We are principal shareholders of F T Ventures, In 

the assets and business of which you acquired on October 20 
ra 

1967 pursuant to an agreement dated October 10, 2967, 


ment on Form S-1. That Registration Statcment rel S 
part to shares of your Common Stock, $1 par value, eG 
by F T Ventures, Ince. in connection with the aforesaid 
acquisition. 


es 


HY och pe pe 


Under the aforesaid acquisition agreement, F T 


Ventures, Inc. agreed to pay ycu, in advance, an amou 


) nt 
sufficient to reimburse you for half of certain of the 
expenses to be incurred in connection with that Registration 
Statement. 


You have agreed that F T Ventures, Inc. need not 
make that advance payment. 


In consideration therefor, we each personally 
agree to guarantee the payment by F T Ventures, Inc. of one- 
guarter of all registration fees, printing costs, auditors 
fees (but only in excess of normal fees paid by you for your 
fiscal year end audit), legal fees and all other incidental 
out-of-pocket expenses incurred by you in connection with 
Such Registration Statement; provided, however, that our 

uarantees as aforesaid shall be limited to the amount of 

15,000 each and provided, further, that you will forward 
to us copies of all bills relating to such expenses for 
examination. These guarantees do not, of course, limit the 
liability of F'? Ventures, Inc. to reimburse you to the 
extent of one half of such expenses, 


Very truly yours, 


-- 


si a A i ae —-— 
am D, Pupazy x \ 


Ce a a 


Otto Marx) 


“d 
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cg ’ ‘Carmen Rodriguez ~ 43rd Street “0° + fe Y: - vs 2 2) ¥ pete November 21, 19¢ 
From William Denis Fugazy 
Subjeci ; Lay 3 a gee ee ae cigs 


“Pursuant to our conversation, please find enclosed W- 4 feru Pes 


Mire Irwin Fruclitman and Mr. E. J. Ri bakoff. They are to be placed 
on the payroll effective October 1. pone Se a 


Enclosures 
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Type or print full cone La Gh.0 slo sdk Geese aexaear Social Security Number 0.30-12-6654 
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EMPLOYEE: HOW TO CLAIM YOUR WITHHOLDING EXEMPTIONS 


Fite this form 
with your employ- 1. If SINGLE (0; If married and wish withboiding a3 singl: person), wiilo "1" If you claim no exemptions, write “O". . 5 


er. Otherwise, te | 2. if MARRIED, one exemption each ts allowable for husherd and wile if not claimed on another conificate. 


must witdhoid U.S. (a) If you claim both of thse exemptions, writa "2". +h) Ifyou claim one of these exempiions, wifte “1”; (c) if you 
income tax — claim nefther of these exemptions, wiita “O° 6 1 6. we ee ee ee ee 
oT een “1 3, Exemptions for ag2 end blindness (spplicable onty to yur ona your wife but not to dependents): 
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EAPLOYER: if doth will De G5 of older, and you claim both of there exemptions, write “2” 


Keep this eer- (b) tf ; ra hii : rent ta Ye F eh ge Mer ee ‘. - beck a 
: you or your wie are blind, end you claim this Caempuion, wise 1"; if both are blind, and you claim bei 
Gficsts with your these exemptions. wie “2°... 6 2 eee Ree EM Gl Bb Seca tel Sot a Oe res eens e 


ay 


Teco: fy * * E - 
peroneal - si 4. ff you claim exemotions for one cr more vepengents, write the number of such exempitons. (Do rot claim exempil 


lieved to have for a Cependant uniess you are qualified wader Instiucion & co pile side). «2 ws ee « =e 
cisimed too many | 5. Uf you claim additions! withholding allowances tor itemirad Zeductions Sil out and attach Schedule A (Form W-4), and ente 
e1uempiions, the | the number ef allowances claimed iif lau file new Form W-4 each year). - ee ee 


 @ = S'S. & oe 


Disuict Director | ¢ ad the exemotions and allowances (if any) “iva you hove claimed edove and write total. 2 2 2 2 + + es 


should be so | 

advised. 7. Additional withholding per pay paring vader arre2ment Wr.” dover, (S48 Instruction 5 ee ee eee eee r. 
4 CERTIFY that the numbder of withdolding exemonons claimed of thi quiemest ow. re, tht unde to which J a> Ao Pod ott—16—-7% 
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July 21, 1969 


Mr. Otto Marx, Jr. 
Marx & Co. 

AO Wall Street 

New York, N.Y. 10005 


Dear Otto: 


At the board inceting on Friday, we authorized the 
registration of $10,000,000 of stock thet will be piggy- 
backed with the current registration of F. T. Ventures. 

: You might want to take this into consideration when we 
argue with Julian Weber over the expenses. 


*** 2 Sincerely, 
i 
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BYONEY C. WINTON 


Whe VICTOR COLOBERO NEW YORK, N.Y. IOOI7 
JAMES CMOoseman 
MATHANICK WHITEMORN GABLE Andee ** 


paler ee August 27, 1969 eh al 


MARRY 1 RAND 


HOWARD 1. RICH TELEPHONE 
ALVIN RE MULM AR é& } tidsaeo-8000 
RENEE OCHWARTE / 
Jucian &. WeecR ‘fp 

HOWARD &. WEIN RICH 

RICHARD &. COLOBERO 


FREOERIC A. MICKOLSOM 
BIANLEY HM. ROLOER 


Mr. Otto Marx, Jr., 
hO Wall Street, 
New York, N.Y. 


The Diners! Club, Inc. 
Registration Statement 


Dear Mr. Marx: 


Enclosed are two indemnification agreements from 
The Diners' Club, Inc., one addressed to F T Ventures, Inc. 
and one addressed to you personally. Each is in the form 
annexed as Exhibit B to the respective applicable 
representation and indemnification statements. 


A similar indemnification from Diners is being 
delivered simultaneously herewith to those persons to whom 
carbon copies of this letter are addressed. 


Very truly yours, 


BOTEIN, HAYS, SKLAR .& HERZBERG 


/ 
By: DIMA ona 


Lawrence I. List 


LIL:ss 
Enclosures 


ec: William D. Fugazy 


Louis V. Fugazy 
A. Mitchell Liftig 


BY HAND 
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August 26, 1969 


To: F. T. Ventures, Inc. 


We are in the process of preparing a registration statement 
on Ferm S-1 with respect to shares of our Common Stock, $1 par value, 
for filing with the Securities and Exchange Commission. Such 
registration statement as amended when it becomes effective is herein- 
after referred to as the "Registration Statement”. 


We agree to indemnify you and each person who controls 
you within the meaning of Section 15 of the Securities Act of 1933, as 
amended (the “Act"), from and against any and all losses, claims, 
damages or liabilities to you may become subject under the Act, under 
any other statute, at common law or otherwise, and to reimbirse you 
for any legal or other expenses reasonably incurred by you in 
connection with any litigation, whether or not resulting in any liability, 
insofar as such losses, claims, damages, liabilities or litigation 
arise out of or are based upon, any untrue statement or alleged untrue 
statement of a material fact contained in the Registration Statement or 
the prospectus or any preliminary prospectus, or upen any omission 
or alleged omission to state therein any material fact required to be 
stated therein or necessary to make such statements therein not mis- 
leading, and which statements or omissions were made in reliance 
upon information furnished by us or on our behalf with respect thereto. 


Very truly yours, 


“THE DINERS' CLUB, INC. 


George Faunce III 
President 


a 


© 
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August 26, 1969 


To: William D. Fugazy 


We are in the process of preparing a registration statement 
on Form S-1 with respect to shares of our Common Stock, $l par value, 
for filing with the Securities and Exchange Commission. Such 
registration statement as amended when it becomes effective is herein- 
after referred to as the "Registration Statement". 


We agree to indemnify you from and against any and all 
losses, claims, damages or liabilities to which you may become subject 
under the Securities Act of 1933, as amended, under any other statute, 
at common law or otherwise, and to reimburse you for any legal or 
other expenses reasonably incurred by you in connection with any litigation, 
whether or not resulting in any liability, insofar as such losses, claims, 
damages, liabilities or litigation arise out of or are based upon, any untrue 
statement or alleged untrue statement of a material fact contained in the 
Registration Statement or the prospectus or any preliminary prospectus, 
or upon any omission or alleged omission to state therein any material 
fact required to be stated therein or necessary to make such statements 
therein not misleading, and which statements or omissions were made in 
reliance upon information furnished by us or on our behalf with respect 
thereto. 


Very truly yours, 


TH DINERS' CLUB, INC. 


By 
George Faunce III 
President 


August 26, 1969 


To: Louis V. Fugazy 


We are in the process of preparing a registration statement 
on Form S-1l with respect to shares of our Common Stock, $1 par value, 
for filing with the Securities and Exchange Commission. Such 
registration statement as amended when it becomes effective is herein- 
aftex referred to as the "Registration Statement". 


We agree to indemnify you from and against any and all 
losses, claims, damages or liabilities to which you may become subject 
under the Securities Act of 1933, as amended, under any other statute, 
at common law or otherwise, and to reimburse you for any legal or 
other expenses reasonably incurred by you in connection with any litigation, 
whether or not resulting in any liability, insofar as such losses, claims, 
damages, liabilities or litigation arise out of or are based upon,any untrue 
statement or alleged untrue statement of a material fact contained in the 
Registration Statement or the Prospectus or any preliminary prospectus, 
Or upon any omission or alleged omission to state therein any material 
fact required to be stated therein or necessary to make such statements 
therein not misleading, and which statements or omissions were made in 
reliance upon information furnished by us or on our behalf with respect 
thereto. 


Very truly yours, 


TEE DINERS' CLUB, INC. 


By 
George Faunce III 
President 


A 898 


August 26, 1969 


To: A. Michael Liftig 


We are in the process of preparing a registration 
statement on Form S-l with respect to shares of our Common 
Stock, $1 par value, for filing with the Securities and 
Exchange Commission. Such registration statement as amended 
when it becomes effective is hereinafter referred to as the 
"Registration Statement". 


We agree to indemnify you from and against any and all 
losses, claims, damages or liabilities to which you may become 
subject under the Securities Act of 1933, as amended, under any 
other statute, at common law or otherwise, and to reimburse you 
for any legal or other expenses reasonably incurred by you in 
connection with any litigation, whether or not resulting in any 
liability, insofar as such losses, claims, damages, liabilities 


or litigation arise out of or are based upon, any untrue statement 


or alleged untrue statement of a material fact contained in the 
Registration Statement or the prospectus of any preliminary 
prospectus, or upon any omission or alleged omission to state 
therein any material fact required to be stated therein or 
necessary to make such statements therein not misleading, and 
which statements or omissions were made in reliance upon 
information furnished by us or on our behalf with respect 
thereto. 


Very truly yours, 
THE DINERS' CLUB, INC. 
By 


George Faunce III 
President 
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August 26, 1969 


To: Otto Marx, Jr. 


We are inthe process of preparing a registration statement 
on Form S-1 with respect to shares of our Common Stock, $1 par value, 
for filing with the Securities and Exchange Commission. Such 
registration statement as amended when it becomes effective is herein- 
after referred to as the “Registration Statement”. 


We agree to indemnify you from and against any and all 
losses, claims, damages or liabilities to which you may become subject 
under the Securities Act of 1933, as amended, under any other statute, 
at common law or otherwise, and to reimburse you for any legal or other 
expenses reasonably incurred by you in connection with any litigation, 
whether or not resulting in any liability, insofar as such losses, claims, 
damages, liabilities or litigation arise out of or are based upon, any 
untrue statement or alleged untrue statement of a material fact contained , 
in the Registration Statement or the prospectus or any preliminary 
prospectus, or upon any omission or alleged omission to state therein 
any material fact required to be stated therein or necessary to make such 
statements therein not misleading, and which statements or omissions were 
made in reliance upon information furnished by us or on our behalf with 
respect thereto. 


Very truly yours, 


THE DINERS‘ CLUB, INC. 


py 7 “42%? | MMU CA ay 
George Faunce lI 
President 


A 900 


DEFENDANTS' EXHIBIT JJJJ 


August 28, 1969 


Mr. Otto Marx, Jr., 
Marx & Co., Inc. 

40 Wall Street 

New York, N.Y. 


Re: The Diners' Club, Inc. 
Registration Statement 


Dear Mr. Marx: 


I refer you to Exhibit A of the representations and 
indemnification statements you supplied to me earlier this 
week, on behalf of FT Ventures, Inc. and on behalf of your- 
self. For convenience, I have xeroxed a copy of that exhibit 
and enclose it for you. Similar xerox copies are enclosed 
with the carbon copies of this letter. 


The Securities and Exchange Commission requires 
that, in so-called "secondary offerings", the shareholders 
whose stock is being registered provide them with a letter 
giving their reasons for proposed sale. Such letters must be 
furnished to the Commission before they will permit a 
registration statement to become effective. 


Will you please prepare a letter for F T Ventures 
and a letter for yourself personally, in the respective 
forms of Exhibit A, but setting forth the reasons for the 
proposed sale briefly. The usual reason given is the desir- 
ability of diversification of investment; of course, the 
foregoing is not intended to suggest any limitation on the 
reasons for the proposed sale by either F T Ventures, Inc. 


or yourself. 


very truly yours, 


BOTEIN, HAYS, SKLAR & HERZBERG 


By: 
Lawrence I. List 
LIS:ss 
e Enclosure 


ce: William D. Fugazy 
Louis V. Fugazy 
A. Mitchell Liftig 
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DEFENDANTS' EXHIBIT KKKK 


October 22, 1969 


Mr. Otto Marx, Jr., 
Macx & Co., Inc. 
40 Wall Street 

New York, N.Y. 


Re: The Diners' Club, Inc. 
Registration Statement 


Dear Mr. Marx: 


As I told Mr. Summerlin on Monday, we have received 
part of the SEC comments on the registration statement. 


One of the comments requires the listing of all of 
the stockholders of F T Ventures, Inc., along with their 
proportionate interests in that company. We have indicated 
in the registration statement that you have a 50% beneficial 
interest in F T Ventures, Inc. and that the Messrs. Fugazy 
each have a 25% beneficial interest. I recall, however, 
that there were, at one time, preferred stockholders 
involved, and we would appreciate it if you would advise us in 
detail with respect to all of the stockholders of F T 
Ventures, Inc. in accordance with the SEC comment. 


Sincerely, 
BOTEIN, HAYS, SKLAR & HERZBERG 


By: 
Lawrence I. List 
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BoTEIN. HAYS. SKLAR & rensoese © . 
-senggeiah-onk a 200 PARK AVENUE 


Btw nearecec 
BrYOmEcr c wim tom 
we VITTOR GOLOT ERG NEW YORK. N.Y 100!7 


James GROSSMAN 

— October 24, 1969 mecpaeaee 

e2oecer wou ce 
TEL C PHONE 


MARAT |. RAND 

MOWARO + MICH 

AGyIn SCHULMAN 
RENEE BCMWARTE 
JULIAN L WEBER 
ROWARD L wriMReicn 
MICHARO tL GOLOBERG 
FREOE RIC A WICHOLSON 
STANLEY M. ROLBER 


Mr. Otto Marx, Jr.; 
Marx & Co., 

4O Wall Street, 

New York, N.Y. 


Re: The Diners! Club, Inc. 
Registration Statement 


Dear Mr. Marx: 


This will confirm our telephone conversation this 
morning in which you told me that F T Ventures, Inc. no 
longer has any class of preferred stock outstanding and that 
the shareholdings in the common stock of F T Ventures, Inc. 
are as stated in the registration statement as filed, that 
is, that you have a 50% beneficial interest and that the 
Messrs. Fugazy each have 25% beneficial interests. 


Very truly yours, 


CABLE 4D08TS5 


m2-867- S800 


BOTEIN, ;HAYS, SKLAR & HERZBERG 


f } } f 
By: Wiener Kid 
i 


Lawrence I. 


A-903 


A 


mnmmG) 


November 18, 1969 


FT Ventures 

c/o Otto Marx, Jr. 
Marx & Company, Inc. 
40 Wall Street 

New York, New York 


Re: Pending Registration with SEC of Shares of Stock of 
The Diners Club, Inc. 


Deer Otto: 


Subject to the approval of the Diners’ Board on November 19th, Inconsideration of 

FT Ventures’ withdrawal of its request that Diners register shares of Diners stock owned 

by FT Ventures, Diners will [a] continue to maintain compensating balances on the FT 
Vontures loan at Chase in the present amount of approximately $1,350, 000.00 and, 

fb] pay to FT Ventures an amount equal to 3/4 of the interest on said loan at Chase at 

not to exceed the current rate of interest, provided thai such payments shal! be made in 
installments no earlier with respect to any installment thon interest payments are due on 

the aforesaid loan, and provided further that such payments shall be deductible by Diners 
for Federal Income Tax puzposss. Diners further agrees to use Its best efforts to cause the 
above registration statement to become effective as promptly as practicable after Juna 30th, 
1970, upon the same basis of sharing of expenses thereof by FT Ventures as previously agread. 


Very truly yours, 


GEORGE FAUNCE, Ill 
President 
Accepted & Agreed to: 


FT VENTURES, INC. 
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is SECURITIES AND EXCHANCE COMMISSION 
3 Washington, D. C. 20549 


SECURITIES — ACT OF . DEFENDANTS' EXHIBIT WWWW 
Release No. 90 


ADOPTION OF REVISED FORM 10-K 


The Securities and Exchange Commission has adopted a revision of its 
Form 10-K under the Securities Exchange Act of 1934. That form is a@ gen- 
eral form for annual reports by companies having securities registered 
pursuant to Section 12 of the Act and companies having securities regis- 
tered under the Securities Act of 1933 which gee required to file reports 
purevant to Section 15(d) of the Securities Exchange Act. The revision’ 
is a part of the program for the revision of the Commission's disclosure 
requirements recommended by the Disclosure Study Report submitted to the 
Cocmission in March 1969. Notice of the proposed revision was published 
September 15, 1969 in Securities Exchange Act Release 8682. 


The revised form is divided into two parts. Companies which file re- 
ports pursuant to Section 13 of the Act and are subject to the Cosmission's 
proxy and information rules under Section 14 of the Act will ordinarily 
file only Part I of the form, together with the required financial state- 
ments and exhibits. Companies which file reports pursuant to Section 15(d) 
of the Act will file both Part I and Part II, together with the required 
financial statements and exhibits. 


The purpose of the revision is to provide cn an annual basis informa- 
tion which, together vith that contained in the proxy or information state- 
ment sent to security holders, will furnish a reasonably oomolete and up-to- 
date statement of the business and operations of the registrant. The 
following is a brief summary of the principal changes in the forn. 


Item 1 of the revised. form requires that where a regigtrant and its 
subsidiaries are engaged. in more than one line of business there shall be dis- 
closed for each of a maximum of the last five fiscal years the- approximate 
amount or percentage of total sales and operating revenues and the contri- 
bution-to income before income taxes and extraordinary items .attributable 
of each line of business which contributed, during either of the last two 
fiscal years, a certain proportion to either the total of sales and revenues 
or income before income taxes and extraordinary items. A similar require- 
ment has previously been added to Form 10 and to certain registration forms 
under the Securities Act of 1933. 


A new item, Item 2, has been added to the form calling’ for a summary 
of operations for the past five years. This summary is similar to the one 
included in the revised Form 10. : 


The revised form contains a new item calling for a description of the 
properties of the registrant and its subsidiaries. The purpose of the item 
is to keep up to date information with respect to the plants, mines and other 
physical properties of the enterprise. In the draft of the revised form as 
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iblished eae comment, it was proposed to include instructions to this 


tem to call for certain information in regard to the operations of 


ompanies in extractive industries. The Commission has determined not 


o edopt these instructions at this Cime. 


Prior to the revision of Porm 10-K, it contained an item, Item 2, 
hich called for information with respect to increases and decreases in 
utstanding equity securities during the fiscal year covered by the re- 
ort. This item has been retained as Item 6 in ~he revised form. It 
zs been concluded that such information is useisi both for security 
olders and investors and for ACHETER ERAEIVE PT pOReE, 


The items relating to management, remuneration and transactions with 
asiders contained in Part II of the form, have been revised to bring them 
nto accord with the corresponding Aeeudtements of the Commission's proxy 
cules. Thus the revised form included requirements for the disclosure of 


-ndebtedness of insiders to the registrant and its subsidiaries and trans- 


actions between insiders and pension, retirement, savings and similar plans 


orovided by the registrant or its parents or subsidiaries. 
) ; 


The instructions as to financial statements have been revised to re- 
including source and application 


quire comparative financial statements, 
Comparative statements 


of funds statements, for the last two fiscal years. 
for the last two fiscal years are also required to be included in annual © 


Seports to stockholders by Rules 14a-3 and 14-3 of the ene and infor- 
sation rules under Section 14 of the Act. 


A copy of the revised form is attached to this release. 


The foregoing action, which was taken pursuant to the Securities 
xchange Act of 1934, particularly Sections 13, 15(d) and 23(a) thereof, 
shall be effective with respect to reports filed on Form 10-K for fiscal” 
jvears ending on or after December 31, 1970. ‘ 


By the Coomission. 


Orval L. DuBois © 
Secretary 


| BEST COPY AVAILABLE 
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SECURITIES AND EXCHANGE CCMMISSION — 
. Washington, D. C. 
20549 


FORM 10-K 


ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF 
THE SECURITIES EXCHANGE ACT OF 1934 


GENERAL INSTRUCTIONS _ - 
A. Ru as Use of Form 10-K. — 


(a) Form 10-K shall be used for annual-ryeports pursuant to Section 
13 or 15(d) of the Securities Exchange Act of 1934 for which no other form 
is author{zed or prescribed. 


; (b) Reports on this form shali be filed within 90 days after the end 
of the fiscal year covered by the report. However, all schedules required 
by Regulation S-X may, at the option of the registrant, be filed as an 
amendment to the report: not later than 120 days after the end of the fiscal 
year covered by the report. Such amendment shall be filed under cover of 


Form 8. 
2 


B.° Application of General Rules and Regulations. 


(a) The General Rules and Regulations under the Act contain certain 
general requiresents which are applicable to reports on any form. These 
general requirements should be carefully read and observed in the prepara- 
tion and filing-of reports on this forn. 


7, 

(b) Particular attention is directed to Regulation 12B which contains 
general requirements regarding matters such as the kind and size of paper to 
be used, the legibility of the report, the information to be given whenever 
the title of securities is required to be stated, and the filing of the re- 
port. The definitions contained in Rule 12b-2 should be especially noted. 
See also Regulations 13A and 15D. 


C. Preparation of Report. 


‘(a) This form is not to be ‘used as a blank form to be filled in, but 
only as a: guide in the preparation of the report on paper meeting the re-. 
quirements of Rule 12b-12.° The report shall contain the item numbers and 
captions of all items but the text of such items may be omitted. The answers 
to the items shall be prepared in the manner specified in Rule 12b-13. 


_(b) Except where information is required to be given for the fiscal 
year or as of a specified date, it shall be given as of the latest practi- 
cable date. ns 
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SECURITLES AND EXCHANCE COMMISSION 
Washington, D. C, 
20549 


SECURITIES FXCHANGE ACT OF 1934 2 
Release No, 7799 . : , < 


ADUPTIUN UF AMENDMENTS TO FORMS 10, 12, 10-K AND 12-K 


\. The Securities and Exchange Commission has adopted certain amendments 
to\its Forms 10, 12, 10-K and 12-K under the Securities Exchange Act of 
1934, Form 10 is a general form for registration of securities pursuant 

to Section 12 of the Act and Form 12 is an optional form which may be ueed 
for such registration by eertein issuers which file reports with other - 
Federal ‘agencies, Form J-k is a general form for annua] reports by issuers 
which have, securities registered pursuant to Section 12 and by certain is- 
suers which \have registered securities under the Securities Act of 1933 

and are required to file reports pursuant to Section 15(d) of the Securities 
Exchange Act S£ 1934, Form 12-K is used for annual reports by issuers of 
the type for which Form 12 is provided. 


Item iZ of Fors 10 and Item 1 of Forms 12, 10-K and 12-K call for 
a statement of the number of record holders of outstanding equity securi- 
ties of the issuer. “Ihe term “equity. security" as defined in Section 
3(a) C11) of the Act includes stock purchase rights such as employee stock 
options. However, since, the chief purpose o. the item ig to obtain in- 
formation with respect tothe extent of the distribution of equity securities 
which are traded in the market, the furnishing of information with respect 
to the number of holders af nontvaneterabie exployee stock options does 
not appear to be significant.\ accordingly, the instructions to the above- 
mentioned items have been amended to provide that information need not be 
riven with respect to such options, 


Item 2 of Forns 10-K and 12-K calls for information with reapeee 
to increases and decreases in outstanding equity securities durinz the 
fiscal year covered by the report. The information ig required to be 
given in the form of a reconciliation between the amounts shown to be 
outstanding on the balance sheet filed with ‘the report and the amount 
shown on the registrant's balance sheet for the previous fiscal year. 
Similar information with respect to employee*.stock options is required 
to be set forth in the notes to the registrant.'s financial statements 
and the question has been raised whether Item 2:.need apply to such 
options. In view of tie information furnished in the notes to financial 
statements with respect to employee stock options,\it does not appear 
necessary for this information to be furnished in answer to Item 2 of 
the forms. Accordingly, tne instructions to that item have been amended 
to exclude information with respect to such options. 


The text of the amendments is set forth below, ‘ 
: 1. Instruction 1 to Ltem 12 of Form 10 and to Item i Of Forms 12, 
10-K and 12-K is aiaended to read as follows: 


- Ll. Attention is directed to tne definition of the ite 
. Nequity security" in Section 3(a)(11) of the Act. However, 
information need not be given with respect tv the number of ~~ 
holders of "restricted stock options," "qualified stock opti.sns" bt 
or options granted pursuant to a plan qualified as an “employee 
" stock purchase plan," as those terms are-defined in Sections 
422 tnrough 424 of the Internal Revenue Code of 1954 as amended. 


a 
“ 
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ll, The instructions to ltem 2 of Forms 10-K and 12-K are amended 
te read as follows: ‘ i é 
Instructions. 1. The information shall be prepared in the 
form of a recuncilistion between the amounts shown to be vut- 
standing on the balance sheet to. be filed with this report and 
the amrunts snuwn on Fhe registrant's balance sneet for its 
previous fiscal year. Similar or scloted transactions, or i 
numerous small transactions, mny be prouped together showing 


the cates between which all sucn transactions occurred. 


2. Information neeu not be’ given with ressect to the granting 

or expiration of “restricted stock options," “quulified stock options" 

Or options grantec pursuant tv a plan qualified as an “employee stock 

purcnase plan," as those terme are defined in Sections 422 througm 

424 of the internal Revenue Code of 1954, as amended, but information 

shall be included with respect to the issuance of equity securities 

bi upon the exercise: of; sucn options, 

in view of the fact that the foreguing amencments relax previously 
existing requirements, the Commission finds that notice and procedure 
pursuant to the Administrative Procedure Act 1s not necessary and that 
such amendments aay-be made effective upon publicatiun. Accordingly, 
the foregoing amendments shall become effective upon publication 
January 21, 1965. ei 


By the Commission, |*_. 


Urval L. DuBois 
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SECURITIES, EXCHANGE ACT OF 1934 
Release Noo, 7545 


ADOPTION OF AMENDMENTS TO FORM 10-K 


The Securitiesand Exchange Commission has adopted certain amendments 
to Form 10-K under the Securitics Exchange Act of 1934. This form is a 
general form for annual reports of issuers haying securities registered on 
a national securities exchange and issuers required to file reports pur- 
suant to Section 15(d) ofthat Act. The purpose of the amcndments is to 
“make the form available for. annual reports of issucrs of securities regis=- 
tered pursuant to the recently enacted Section 12(g) of the Act. 

x 

Notice of the paepesed amendments was published December 31, 1964 
in Securities Exchange Act Release No. 7494. A number of helpful com- 
ments were received in response to fhis release and certain changes in 
the proposed amendments have been made as a result of the consideration 
of the comnents submitted and further ‘consideration of the proposed 
amendments by the Commission. The principal changes are described below. 


appropriate references to reporting by issuer having securities regis- 

tered under the new Section 12(g). The LLL We ae nee we have been” 

‘ placed at the beginning of the form, instead of following the facing 
sheet, in order to set tiem forth more hc to avoid inter- 


The general instructions to the form haye been revised to make 
ji 


| vupting the continuity of the form proper. ,’ 
Eight copies of the report are required to be filed with the 

Commission. Four copies are to be kept in the Commission's principal : 
office for the use of the staff and for public inspection. The additional 
copies vill be placed in the principal regional offices of ‘the Commission 
and in the regional office for the region in which the registrant has its 
principal office. This is ‘intended to make the information contained in 
the report more readily available to interested persons, in lin with 
recommendations of the = ecial Study of Securities Markets. 


The facing sheet of this form asks for-the registrant's I.R.S. 
employer identification number. The Commission's electronic data 


processing program requires the use of a single number for each registrant. 
The I.R.S. number, ¢hich is readily available, will provide means whercby 
all filings made by registrant with the Commission under one or more acts 
can be readily identified through use of its equipment. 
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Item 1 of the previous form has been deleted and Item 2 renumbered 

1. This item which previously called for the number of stockholders 
cord has been amended .to require information with respect to the © 
ximate number of holders of record of each class of equity securities. 
ic registrant. In the Form as published for comment, it was proposed 
wise Item 1 in Form 10-K to require disclosure of the number of 

»s known by the registrant to be held for the account of customers 

w names of brokers. ‘After consideration of the comments received 
‘commission has decided not to require disclosure of this information. 


The amended form includes a new Item 2 calling for a summary of all 
caetions involving increases or decreases in outstanding equity securities 
w the fiscal year. The information is to be given in the form of a 
aciliation between the amounts shown on the balance sheet as of the end 

1e fiscal year and those shown on the previous year-end balance sheet. 


Item 7, which calls for the remuneration of officers and directors of 
-cgistrant, has been amended to clarify the item in certain respects and 
-ovide that the remuneration of individual directors and officers need 
ve given with respect to persons who ceased to be officers and directors 
- to the filing of the initial registration-statement, nrovided the same 
-nation is not otherwise required to be disclosed in material filed with 
-ommission. The amended item also requires that in stating the © 

>pate remuneration of all directors and officers as a group, the 

*x of persons in the group shall be stated. 


The proposed amendments to Form 10-K as published for comment contained 
sposed amenczent to Item 9, «which calls for information regarding the 
-est of management and others in certain transactions, to conform the 
to the proposed amendment of the corresponding item of the proxy rules. 
tocmission has determined to defer amending Item 9 of Form 10-K to a 
- date in order to permit further study of the problems involved. 

es : & . ‘ 
The Instructions as to Exhibits have been amended to require the 
ag of material contracts and material patents in accordance with the 
Zed previsions of the Act. Such instructions require the filing 
Ll material contracts, not made in the ordinary course of business, 
2 were performed or to be performed in whole or in part after the 
amning of the fiscal year. However, the refiling of any material 
cacts previously filed is not required. 


A copy of Form 10-K as amended is attached to this release. 


The amended Form, which is adopted pursuant to Sections 13, 15(d). 
23(3) of the Securities Exchange Act of 1934, shall be applicable 
anual reports filed on or after April 5, 1965, provided that any 
er desiring, or required, to file a report on Form 10-K prior to 
date may file such report on the amended form, 


By the Cormission. 


Orval L. DuBo.s 
Secretary 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D, C, 
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FORM 10-K. 


ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF 
THE SECURITIES EXCHANGE ACT OF 1934 


GENERAL INSTRUCTIONS 


A. -Rule as to Use of Form 10-K. 
(a) Form 10-K shall be used for ‘annual reports pursuant to 


Section 13 or 15(d) of the Securities Exchange Act of 1934 for which 
no other form is prescribed, 


(b) Reports on this, form shall be filed within 120 bane after 
the end of the fiscal .year covered by such reports. 


° 


B. Application of Ene Rules and Regulations. 


(a) The General Rules and Regulations under the Act contain 
certain general requirements which are applicable to reports on any 
form, These general requirements should be carefully read and ob- 
served in the preparation and. he of reports on this form. 


(b) Particular attention is directed to Regulation 12B stile 
contains general requirements regarding matters such as the kind and 
size of paper to be used, the legibility of the report, ‘the information 
to be piven whenever the title of securities, is required to be stated, 


and the filing of the report. 


- The definitions contained in Rule 12b- 2 
should be especially noted. See also Regulations 13A and 15D. 


C,. Preparation of Report. 


(a) This form is not to be used as a blank form to be filled 
in, but only as a guide in the preparation of the report on paper 
meeting the requirements of Rule 12b-12. The report shall contain 
the item numbers and captions ot all items required to be answered 
but the text of such items may be omitted provided the answers there- 
to are prepared in the manner specified in Rule 12b-13, 


(b) .Except as otherwise stated, the information required shall 
be given as of the end of the registrant's fiscal year, or as of the 
latest practicable date subsequent thereto, 
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Item 1 of the previous form has been deleted and Item 2 renumbered 
m1. This item which previously called for the number of stockholders 
record has been amended.to require information with respect to the © 
sroximate number of holders of record of each class of equity securities. 
‘the registrant. In the Form.as published for cocment, it was proposed 
revise Item 1 in Form 10-K to require disclosure of the number of 
ares known by the registrant to be held for the account of customers 
the names of brokers. After consideration of the comments received 
» Conmission has decided not to require disclosure of this information. 


The amended form includes a new Item 2 calling for a summary of all 
ansactions involving incresses or decreases in outstanding equity securities 
sing the fiscal year. The iuiformation is to be given in the form of a- 
sonciliation between the amourits shown on the balance sheet as of the end 

the fiscal year and those shown on the previous year-end baiance sheet. 


Iten 7, thich calls for the remuneration of officers and directors of 
2 registrant, hes been amended to clarify the item in certain respects and 
provide that the remuneration of individual Girectors and officers need 
t be given with respect to persons «ho ceased to be officers and directors 
ior to the filing of the initial rcegistration-statement, provided the same 
formation is not otherwise cequired to ‘be disclosed in material filed with 
> Commission, .The amended item also requires that in stating the 
zregate remuneration of all directors and officers as a group, the 


aber of persons in the group shall be stated. 


The proposed amendments to Form 10-K as published for comment contained 
oroposed amenczent to Iten 9, which calls for information regarding the 
terest of management and others in certain transactions, to conform the 
2m to the proposed amend -nt of the corresponding item of the proxy rules. 
2 Cocmission has determined to defer amending Item 9 of Form 10-K to a 
ter date in order to permit further study of the problems involved. 

: = : ’ z 

The Instructions as to Exhibits have been amended to require the 
ling of material contracts and material patents in accordance with the 
2nded previsions of the Act. Such instructions require the filing 
‘all material contracts, not made in the ordinary course of business, 
ich were perfor ed or to be performed in whole or in part after the 
zinning of the fascal year. However, the refiling of any material 
atracts previously filed is not required. ue 


A copy of Form 10-K as amended is attached to this release. 


The amended Form, which is adopted pursuant to Sections 13, 15(d) 
4.23(3) of the Securities Exchange act of 1934, shall be applicable 
annual reports filed on or after April 5, 1965, provided that any 
suer desiring, or required, to file a report on Form 10-K prior to 
th date may file such report on the amended fcrn. 


By the Cocmission. 


Orval L. Duiois 
Secretary 
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488 MADISON AVENUE /NEW YORK, N.Y. 10022/ PLAZA 1-3434 


Hed 


Memorandum of understanding between PIERBUSSETI, INC. , 665 Fifth Avenue 
New York, New York, and OTTO MARX, JR. 40 Wall Street, New York, Wew 
York, for the purchase by Pierbusseti Inc. of the current assets, the name, 


goodwill, and business of the Fugazy Travel Bureau, Inc., 488 Madison Avenue, aow 
New York, New York, and its wholly owned subsidiaries, and the assumption . 
by Pierbusseti, Inc. of the total current liabilities of Fugazy Travel Bureau, Inc. * 

N 


1. Pierbusseti, Inc. will purchase as of the balance sheet dated July 3i, 
1966 the current assets of Fugazy Travel Bureau, Inc., and assume the total 
Webilities as of the same date of Fugazy. Pierbusseti, Inc. agrees to ac~ 
cept as of the aforementioned date a net deficit between current assets and 
current liabilities, of $350,000. Mr. Otto Marx, Jr. agrees to provide such ce 
a balance sheet that will not exceed this deficit in working capital. 


As part of this transaction and included in the aforeme! sned purchase price 


will be nine branch offices of Fugazy Travel Bureau, Inc.; the furniture and 
fixtures of which will be valued at $550,000. a 


2. In addition to the $350, 000 net deficit which Pierbusseti, Inc. will 


assume, they will pay $250,000 in notes of Pierbusseti, Inc. to Otto Marx, Ir. * 

for the net current assets of Fugazy. Such notes to be five year 6% serial 

notes payable $25,000.00 every six months from date of closing until fully oe 

repaid. Such notes te be an obligation of Pierbussetl, Inc. and fully gua- % 
ea 


ranteed as to principal and interest by Banca Privata Finanziaria, Milan, 
Italy. 


3. Assuming the balance sheet of Fugazy Travel Bureau as of July 31, 1966 
shows a deficit net working capital position of $350,000 or less, the closing. 
date of this transaction shall be 30 days later, August 31, 1966. If the July me 
31, 1966 balance sheet shows a greater deficit than $350,000, the date of - 

the transaction and the closing shall be postponed 30 days. If on August. 31, 
1966 the deficit still exceeds $350,000 of net current assets over net current 


NEW YORK CITY: MADISON AVE. « BIXTH AVE. & HERALD BQUARE ¢ WALL STREET 


ARROM, OF'10 © BEVERLY MILLS. CAL. «6 BUFFALO. N.Y. «© CHICAGO, YL. 2 OALLAS,. TE). s BETROIT. Mice. : ie 
Q@LEMNDORA. CAL. 6 HOLLI®. N.Y. ¢ LOS ANGLES. CAL. « MINNEAPOLIS. MINN. 0 MANUET. N.Y. « PRILADCLUPHIA. PA. 
RANCHO CORDUVA. CAL, 6 SAN FRANCISCO. CAL. ¢ STAMFORD. CONN. ¢ SYRE SUSE. N.Y. ¢ WASHINGTON, D.C 
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- Habilities on the balance sheet, the agreement may be cancelled by either 
party, Pierbusseti or Otto Marx, Jr. 


4. Pierbusseti, Inc. agrees to employ William D. Fugazy for a minimum pe- - 
riod of three (3) years in the capacity of sales consultant, ata salary of 
$50,000 per year. In addition, Mr. Fugazy will be compensated by a mu- 
tually satisfactory incentive contract covering the Franchise Program (after 
August 31, 1967) and Incentive Group Program, such arrangement to be ne- 
gotiated and agreed upon prior to June 30, 1966. 


The Philadelphia of fice of the Fugazy Travel Bureau, Inc. shall be ex~ 


cluded from this transaction. 


.(A) The name Fugazy Travel Bureau, Inc. will be made available to the Phi- 


ladelphia office as part of the overall conditions of the transactions. It 
being understood that, excluding provisions as outlined below in the 
Franchise Program, the name, Fugazy Travel Bureau, Inc., shall be an 
asset purchase’ hy Pierbusseti, Inc., and not used by Otto Marx, Jr. 

or any other officess of Fugazy Travel Bureau, Inc. 


6. Simultaneously with the closing, Pierbusseti, Inc. will form a corporation 
to be called "FUGAZY FRANCHISES, INC. "for the purpose of isolating all 
franchise transactions from both Pierbusseti, Inc. and the Fugazy Travel Bu- 
reau. Such corporation will then take over the Franchises previously set 

up and operating. 


Fugazy Franchises, Inc. will have the exclusive right to sell Franchises 
in accordance with a copy of the Franchise agreement attached through 
August 31, 1967. All income developed from existing Franchises and from 
Franchises developed during the period from the closing to August SE, 
1867 will go to Otto Marx, Jr. and/or other principals of the company. 


Beginning September 1, 1967, Pierbusseti, Inc. regains the exclusive 
rights for all future franchise selling rights. 


2 


be 


7. Pierbusseti, Inc. warrants it will supply as of December 3lst of each year 
to Otto Marx, Jr. an audited balance sheet and income account, audited by 

a mutually satisfactory auditor until all the outstanding five year 6% serial - 
‘notes are retired. Such audit to be delivered to Otto Marx, Jr. as soon as 


oe : : 
imacengsijovinaiemscererrscnen eennisflansreaneeraci Leen mere. AMDNNRE et A Ra LO 
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practicable after the close of the year but in no case later than six weeks 
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thereafter. 


8. 


a, 


payment for any Habilities arising in a breach of the warranties of Otto Marx, a 


The principals of Fugazy Travel Bureau, Inc. make the following warranties: ‘% 
’ : ‘ ‘ +* “> 

They will change the name of the remainder Corporation (Fugazy Travel nak . 

Bureau, Inc.) and its subsidiaries as soon as possible, but not later -* - 

than December 31, 1966. 

Provide to Pierbusseti, Inc. a consolidated balance sheet as of June 30, 

1966 and permit Pierbusseti's auditors to make an audit of the company. | 


Represent to Pierbusseti, Inc. that there are no personnel employment, a 
equipment or lease agreements unless listed in the agreement with 
Pierbusseti, Inc. 


Not engage in the travel business for a period of three (3) years without 
the consent of Pierbusseti, Inc. 


Not solicit the existing travel accounts of Fugazy Travel Bureau, Inc. 
which may divert such business away from Pierbusseti, Inc. for a period * 
of three (3) years. 


Mr. William D, Fugazy will not engage in the travel business in competi- 
tion to Pierbusseti, Inc. (except as a representative of Pierbusseti) for 
a period of three (3) years. 


They will not release information or otherwise publicize the intended pur- 
chase of Fugazy Travel Bureau, Inc. by Pierbusseti, Inc. , without the 
consent of Pierbusseti, Inc. 


Will not sell or negotiate to sell the Fugazy Travel Bureau, Inc. to other 
parties from the date of this agreement until September 30th, 1966 or 
sooner, if there should be a cancellation of this agreement in accordance 
with paragraph 3, above. 


Pierbusseti, Inc. will have the right of offset against the 6% serial note. 


Jr. and Fugazy Travel Bureau, Inc., Nsted in item 8 above. ya 


eee te ett ene tennant ND ‘ 


Otto Marx, Jr. Sindona or Francelint 
Fugazy Travel Bureau or by written proxy 
PIERBUSSETI, INC. 
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3, indemnify Plerbusseti, Inc., against any personnel employment, 
equipment, or Icase agreen:e nts unless hereafter agreed to by 
Plerbusseti, Inc. 


4. indemnify Plerbusseti, Inc., egainst any lawsuits, Mens, or claims 
which have arisen or may arise as a result of operations prior to date 
of accuisitioa by Pierbusacti, Inc. 


S, not engage in the travel businces or any ccempetitive element of the 
’ travel business to Picrbusscti, Inc., for a period of four (4) ycars 
without the consent of Pierbusseti, Inc. 


6. aw period of four (4) years, not to solicit the existing travel accounts 
of Fugazy Travel Bureau, Inc., which may divert such bugincss away 
from Pierbusseti, inc. 


7. Consider Mr. William Fugazy as a principal insofar as the provisions 
of this Statemont of Conditions relates to the restrictions against 
competitive practices, until an agreement is negotiated between 
Plerbuseeti, Inc., and Mr. Fugazy. 


8. not to releage information or otherwise publicize the intended purchase 
of Fugazy Travel Bureau, Inc., by Pierbusseti, Inc., without the consent 
a of Pierbuseeti, Inc. 


. 9. not to sell or negotiate to sell Fugazy Travel Bureau, Inc., to other 
parties frorn the dato of this agreement until it may be determined after 
worification and audit thet all aforementioned conditions cannot be agreed 
to or negotiated. 


The terms and conditions of payment for the sale of Fugezy Travei Bureau, inc. 
are to be negotiated. 


Signed..... ; « 


OTTO MARX, JR. A.M. PISCATELLA 
FOR : FUGAZY TRAVEL BUREAY, INC. FOR : PIERBUSSETI, INC. 


DRAFT DRAFT ) | DRAFT 


Following is a ctatement of conditions which shall form tho basis of an 

Agreement for Pierbusacti, Inc., to acquire, and Fugazy Travel Bureau, Inc., 

to sell, the Aasets, Liabilities and Goodwill of Fugary Travel Bureau, Inc., 

ite wholly-owned subsidiaries, and any ve it may hold in other companics 

or Saterpe eh i a 8 

Pierbusseti, Inc., agrees to pay $250,000 for the goodwill) of Fugazy 
Travel Bureau, Inc. 


2. Pierbusscti, Inc., agrees to accept a deficit of current assets versus 
current liabilities not to exceed $300,000 at the agreed time of 
acquisition. The basla for this figure is the deficit stated in the 
Consolidated Balance Sheet {unaudited}, attached hereto, as at 
March 31, 1966. 


Date of intended acquisition of Fugazy Trave! Bureau, Inc., shail be 
approximately June 30, 1966. If the date of June 30, 1966 cannot be 
met, then a new date shell be negotiated as well as termes and conditions 
of acquisition. 


Subject to negotiated agreement, Plerbusseti, Inc., agrees te employ 
Mr. “Slllam Fugazy for a minimum period of three (3) years in the 
ce. pachy of Sales Consultant. 


Pilerbusseti, Inc., agrees to permit the sale of the Philadelphia office 
of Fugary Travel Bureau, Inc., aud the proceeds of such sale shall 
accrue to the present principale of Fugazy Travel Bureau, Inc., previded: 


A. the extent to which the Ph‘ladelphia office will use the name 
“FUGAZY" must be approved by Pierbusseti, Inc. 


B. the billings and grore business cf the Philadelphia office do not 
exceed 2.5 million dollars in the Fugazy Travel Bureau, Inc. 
fiecal period ending September 30, 1966. 


The principals of Fugany Travel Bureau, inc., agree to: 


1. provide to Pierbusseti, Inc., a certified aod audited Consolidated 
Balance Sheet as at June 30, 1966. . 


2. permit the audit by Pierbusseti, Inc., of ite records so as to assure 
that Fugazy Travel Burcau, In ., owns and operates ten (10) travel 
offices whose gross billings arproximate $20 million per annum and that 
the Revenue and Expense estimates contained in its "Projected Income 
Statement” (attached hercto), are substantial’y eccurate. 


. 
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Following is a statement of conditions which shall form tho basis of an 
Agreement for Pierbusseti, Inc., to acquire, and Fugazy Travel Bureau, Inc., 
to sell, the Asacts, Liabilities and Goodwill of Fugazy Travel Bureau, Ine., 
ite wholly-owned subsidiaries, and any equity it may hold in other companics 
or enterprises. 


I. 


3. 


4. 


Pierbusseti, Inc., agrees to pay $250, 000 for the goodwill of Fugazy 
Travel Bureau, Inc. 


Pierbusseti, Inc., agrees to accept a deficit of current assets versus 
current liabilities not to exceed $300,090 at the agreed time of 
acquisition. The baeis for this figure is the deficit stated in the 
Consolidated Balance Sheet (unaudited), attached hereto, as at 

March 31, 1966. 


Date of intended acquisition of Fugazy Travel Bureau, Inc., shall be 
approximately June 30, 1966. If the date of June 30, 1966 cannot be 
met, then a new date shall be negotiated as well as terms and conditions 
of acquisition. 


Subject to negotiated agreement, Pierbusscti, Ine., agrees to employ 
Mr. William Fugazy for a minimum period of three (3} yeare in the 
capacity of Sales Consultant. 


Pierbusseti, Inc., agrees to permit the sale of the Philadelphia office 
of Fugazy Travel Bureau, Inc., and the proceeds of such sale shall 
accrue to the present principals of Fugazy Travel Bureau, Inc., provided: 


A. the extent to which the Philadelphia office will use the name 
“NEFUGAZY" rust be approved by Pierbusacti, Inc. 


B. the billings and gross business of the Philadelphia office do not 
exceed 2.5 million dollars in the Fugazy Travel! Bureau, Inc. 
fiscal period ending September 30, 1966. 


The principals of Fugazy Travel Bureau, Inc., agree to: 


1. provide to Pierbusgeti, Inc., 8 certified and audited Consolidated 


2. 


Balance Sheet as at June 30, 1966. 


permit the audit by Pierbusseti, Inc., of its records 60 as to assure 
that Fugazy Travel Bureau, Inc., owns and operates ten (10) travel 
offices whose gross billings approximate $2C million per anmum and that 
the Revenue and Expense estimates contained in its “Projected Income 
Statement" (attached hereto), are substzatially accurate. 


a 


e 


ee ee 


The terms and conditions of payrnent for the sale of Fugazy Travel Bureau, Inc. 
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indemnify Picrbusscti, Inc., against any personnel employment, 
equipment, or Icase agreements unlese hereafter agreed to by 
Plerbusseti, Inc. 


indemnify Pierbusseti, Inc., against any jlaweuits, liens, or claims 
which have arisen or may arise as a result of operations prior to date 
of acquisition by Picrbusscti, Inc. 


not engage in the travel business or any compstitive clement of the 
travel business to Pierbusecti, Inc., for a period of four {4) years 
without the consent of Pierbusseti, Inc. 


a period of four (4) years, not to solicit the exiating travel accounts 
of Fugazy Travel Bureau, Inc., which may divert such buginess away 
from Pierbusseti, Inc. 


Consider Mr. Williarn Fugazy as a principal ingofar as the provisions 
of this Statement of Conditions relates to the restrictions against 
competitive practices, until an agreement is negotiated between 
Pierbusseti, Inc., and Mr. Fugazy. 


not to release irformation or ctherwise publicize the intended purchase 


of Fugazy Travel Bureau, Inc., by Piosrbuaseti, Inc., without the consent 


of Plerbusseti, Inc. 


not to sell or negotiate to sell Fugazy Travel Bureau, Ine., to other 


parties from the date of this agreerent until it may be determined after 
verification and audit that all eforermentioned conditions cannot be agreed 


to or negotiated. 


are to be negotiated. 


Signed. .... 


OTTO MARX, JR. A.M. PISCATELLA 
FOR : FUGAZY TRAVEL BUREAU, INC. FOR :PIERBUSSETI, INC. 


aa ae. 


_ Am bscathlhh 


aces Ms 
Saran var 


DEFENDANTS' EXHIBIT H-2 
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FUGAZY TRAVEL BUREAU, INC. AND WHOLLY-OWNED SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 


March 31, 1966 


Unaudited 
ASSETS 
CURRENT ASSETS 
Cash 
Aecounts Receivable, Customers $2,121,235 


Less: Allowance for doubtful accounts 1120, 301) 
Commissions receivable from airlines 
Deposit Air Traffic Conference 
Other notes and accounts receivable 
from disposition of branch offices 
Cash: value of life insurance 
Prepaid expenses, deposits, etc. 


TOTAL CURRENT ASSETS 


CUREENT LIABILITIES 
Payable to airlines and other travel 
facilities 
Accounts payable, Fugazy Incentive Corp. 
Notes payable secured by accounts receivable 
Accrued expenses 


TOTAL CURRENT LIABILITIES 


CONSOLIDATED 
TOTAL 


$230,593 


2,001,056 
30,669 
174,000 


7,115 
44,112 
227,928 


enn eenennstenstanins Sat 


$ 2,715,473 


$ 2,361,440 
1,871 
544,741 
151,983 


nee neni 


$ 3,060,035 


anees.t Ate: tees 
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OTHER CONSIDERATIONS 


Estimated profit 1966 $100,000 
Sale of Philadelphia office 300,000 
Sale of Franchises 1966 300,000 

TOTAL $700,000 
Tower Note $150,000 


Loans from Otto Marx, Jr. $50,000 


TOTAL $700,000 


il 


BEST COPY MOL J 


Revenues: 


‘Group 


Rep. 


& Other : 


Total Revennes 


I, 4 GEE ie 


Salaries 


Selling Expenses 


Sih- Total 


Gene ce) i aminist re ‘Qve. 


‘Rent 


Electricity 


Le : ge, Te 2] 


ake 


‘ignery & ir inst innge 
i a : 
Sfessenuer ae 


De, preciation 


Insurance 


VTarses 


‘Professional Fees 


. Repair & Maintenance 


Ducs & Subscriptions - 


Clerical Wire 
Receptionist Sarvice 
Bank Charges 
Interest 

Equipment Rental 


Mize, 


S ‘bh. Total 


otal Expenses 


Net Profit or (Tl.oss)} 


FUCAZY TRAVEL BUREAU, 
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INC. 


PROJECTER INCOME STATEMENT 


For Year Ending 9) a 30/66 


ee ee ome mee come cnn 


5 Months 
To 2/26/66 


oe os 437, 3h 


376. 197 
30, 517 


$ 406,714 


375,161 
1,817 
42, 030 
Hi, 954 
7, 406 
9, 985 
15, 532 
12, 771 
22, 207 
10,095 
4,975 
3, 645 
5, 66) 
868 

695 


® 669, 305 


re 


ot 251, 994) 


etameerrnanenr Shtwrn 
ee oth coe Nea ene em en I 


7 Months 


To 9/30/66 


$ 650, 000 


415, 8172 
61, a 


$ ee 


44, 128 
2,100 
35,000 
¥2, 000 
rr, ono 
1-1, QO0- 
12, 000 
12,000 
26, 138 
9, 000 
5, 000 
3, 000 
"2, 500 
1239 
0 


56,000 
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_ \DEFENDANT$' EXHIBIT L's, -, 
‘FOR IDENQIFICATION ‘fo. 
ian sue a 
UNITED SfATES DISTRICT COURT 
SOULHERN DISTRICT OF NEW YORK 


' 


_FUGAZY @RAVEL BUREAU, INC., “ 


Plaintiff, 


POWER CREDIT CORPORATION 


-against- i  SoneL aie 


b 


, MeLendant, 


e 


Plaintiff, by its attorneys, Kramer, Marx, 
“Greenlee & Backus, complaining of the defendant respectfulis 


‘ alleges as follows: 


FIRST: Fugazy Travel Bureau, Inc., (hereinafter 
petermed 40 as "Bugazy") is a corporation duly incorporated 
by and existing under the awe of the State of New York, 
<yteh its principal place of business at 488 Madison Avenue, 
: New York City, New York. : 4 

i F 

. SECOND: Upon information and belief, vefendant 
Tower Credit Corporation, formerly known as Tower he ceva 
‘Corporation and as Tower Universal Corporation (hereinafter 
referred to as "Tower"), 18 a corporation duly, incorporated] 
: by and existing under the laws of the State of Delaware, 


: with its principal place of business in the State of Florida 


THIRD: : The. matter in controversy exceeds, exclu- 
sive of intercst and costs, the sum of $10, 000, 
FOURTH: From September, 1961 until the month of 
_ February, 1963, Tower was the owner of all of the outstard- 


dng ptock of Fugazy. 
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FIPTIE Ao of February 15, 1963, Tovar ontorod — 
": Anto and Heeame a party to a owrtten agrecment by and 
“yaeuee Tower, ee alee Ine, (hereinafter referred to 


' 


as "Travelaarx" \, a New York coxporation with its princi- 


"pal office at 40 Wall Street, New York City, Fugazy and 
ie Otto Marx, Jr. (whtch agreement 4s hereinafter re- 
“ferred to as the "Purchase Agreement"), and which pro- | 
- vided for a by Tower, to Travelmarx of all of Tower's 
stock holdings in. Fugazy, for ‘a gross Epeeaee price of, 
$1,100, 000, Mae ‘ 


. 


sain Plaintiff is the surviving corporation 
of the consolidation, of March 26 1963 ‘between Pagaey 
=e fravelmarx, 


1 
ray 


-- ss gEvEWTH: On or ‘about’ February 28, 1963 all of 7 
“the parties to the Purchase AEeeone did execute and 


‘enter into a first amendment to the ala Agreement. 


: EIGHTH: During the year eee and as of the date 
of tne Purchase Agreement Fugazy owned all of the outstand- 
_ ing common shee oF the following ecrporations engaged in 
the travel business, to wit., Fugazy Travel Bureau, Inc. o 
Illinois; Fugazy Travel Bureau, Inc. ef California; Fugazy 
“Travel Bureau, Te, of Dallas; Fugazy travel Bureau, ine.) 
of. Washington; Fugazy Travel Bureau, a of San Francisco; 
Pugazy Travel Bureau, Inc. of Orange-Rockland; Tom. Duffy 
Travel Service, Inc.; Peredval Tours, Inc.;. Wostheim Trave 
Service,. Inc. and Westheim Travel Service, Inc. of | 
Stamford; (which éorporabicn together with Fugazy ane 


hereinat ter referred. to as the "Fugazy Grow"). 


te : ‘ soe. 


e *e 
oe os 
. ¢ 


of 


o 


| NINSH: There was annexed as an Fxhibit to the 
"’ Purehase HErcemeniey as amended, a copy of the consolidated 
. balance sheet ef the Fugazy - Group as of September 30, 1962 


and a consolidated statment of income and expense of the 


a. Fugazy Group for the year ended September 30, . 1962, ‘and a 
copy of the balance sheet of Fugazy as of gees i, 196 
and of the statement ae income and. expense of Fugazy for. 


the tee months then ended. 


“DENTH: | In furtherance of the pransaction goes 
vided for in the Purchase Agreement, and for the purpose 
_ of Inducing Travelmarx to enter into and consummate such 
Purchase Agreement, Tower did represent. and warrant to! 
S pravelmarx that such balance shects and statements of 
‘“4dncome and expense were prepared in accordance with 
generally accepted accounting principles applied dna 
~ eonsistent basis and presented fairly the financial posi- 
af tion of the Fugazy Group and Fugazy on the dates of such 
balance sheets and the results of their operations for the 


period covered by such cil of income and Soenee. 


ELEVENTH: The subject matter of he said 


» representation and warranty made by Tower was material to 


the transaction provided for in the Purchase Agreement. 


TWELFTH: The aforesaid representation by Tower 
to Travelmarx was false and misleading when made and on 
February 28, 1963, the date on which the aequisthien was 
consummated, and the aforesaid warranty by over rie) 
Travelmarx has been breached, in that such balance sheets | 
overstated the net vorth of the Fugazy Group as of Septem- | 


‘ber 30, 1962 by $167,205.71, and of Fugazy as of December 


31, 1962 by $384,011.97, and in that subdh statments of 


. income and expense overstated the income of the Fugazy 
“Group for the twelve months ended September 30, 1962 oy 
'$161.403. 81, and overstated the income of Fugazy for the 


" three months ended December 31, 1962 by $205.351.95. 


“and enter sabe the Purchase Agreement and did eonaunnete 


: stockholdings in Fugazy, on or about February 28, 1963, 


for agross purchase price of $1, 100,000, * 


“ments of this action, 


THIRTEENT Hi: In reliance ‘on Tower's represen- on 


tation and gpl daes as aforesaid, Travelmarx did execute | 


i 


the tra nsaction previacd for therein by acquiring Tower! 


‘. FOURTEENTH: As a result of Tower's misrepresen- 


Papal and breach of warranty % as aforesaid, plaintiff has | 


suffered damage in the aggregate amount of $395,313. 76, 


no part of which has been paid a-.though duly demanded.’ 


WHEREFORE, plaineiff demands judgment against the 


defendant 4n the amount of $395,313. 76, with interest from 


| ‘February 28, 1963, begewiey with the costs and eae: 


“e 


KRAMER, MARX, GREENLEE % BACKUS 
Attorneys for Plaintiff 


a Baus 


A Menber of tne F a 


s 


office and Post Arfice oy 
- 29 Broadway 
New York, itew York 10006 
le eon : ve e. at 5 
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SUPREME COURT OF THE STATE OF NEW YORK 
| COUNTY OF NEW YORK 


i 
‘ 
FUGAZY TRAVEL BUREAU, INC., 
FURTHER AFFIDAVIT IN 


I ; Plaintiff, SUPPORT OF PLAINTIFF'S 
: MOTIONS 

/ ‘-against~- 

lj 

: ERNST & ERNST, 

| 

| ’ 5) Defendant. 

It i 


t STATE OF NEW YORK ) 
{ ) sS.: 
| COUNTY OF NEW YORK) 


ANTHONY F. LoOFRISCO, being duly sworn, deposes and says: 


x 


affidavit in reply to the latest affidavit of Henry L. King in 


| 
| i.) beg the Court's indulgence in submitting this 
order to correct the misleading and distorted statements in 


that affidavit. Deponent will attempt to be brief. 


The Default Judgment 


2. The Appellate Division clearly affirmed Mr, gaatace 
Riccobono's order; which did not order service of a further 
copy of the supplemental complaint. In all events the defendant 
expressly agreed by stipulation in writing to serve the answer 


ten (10) days after the Appellate Division order. None of these 


facts can be controverted and defendant's purported defense in 


this regard is a sham, 


The Amendment of the Ad Damnum Clause 


3, In an effort to eliminate Defendant's claim of pre- 
judice resulting from their alleged inability to conduct dis- 
covery, I attempted to obtain permission to have Defendants 


examine the books, records and other writings which are now 
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in the possession of Diner's Club. I did this not because 2 


seg 
a Ps 
think these records are relevant to the within motion but. ; 


merely to eliminate the only objection which Defendant has’ 


raised. ae 


4. Deponent believes that all of the books and records 
} ie aes at the time of the sale in February 1963 are still 
i in existence and available for snbpeekicn. Deponent bases his 
| belief upon conversations had with Milton Adler the former 
| treasurer of Fugazy Travel Bureau who is presently the con- 
} troller of Fugazy Continental and Vice President of a Diners/ 
| Fugazy franchise at 342 Madison Avenue. He has assured me that 
| all of Plaintiff's records were delivere. to Diner's Club at 
| the time of the purchase, but since he is not an officer of 
i Diner's Club he is not in a position to tell me their present 
whereabouts or disposition. I have also spoken with George 
Pit cbevt es. the Vice Presicent of Diner's Club, who has informed 
| me that all of the records delivered to Diner's Clubv are still 
| in existence ané none have been destroyed. However, he was 
y certain that none of the records were destroyed by Diner's Club. 
I have also spoken to John Summerlin, one of the principals 
associated with the Plaintiff, and he has told me that those 
records which were not transferred were delivered to Diner's 


 cinb at the time of the transfer are still in his possession 
| or under his control and would be ‘available or inspection. 


5. While all of the foregoing demonstrates the trans- i 
parency of Defendant's claim that discovery is now "impossible" | 


(King Affidavit, page 5,:paragraph 13),that Defendant “will not 


ee have access to that information because of the sale to 
Diners Club" (Kiny Affidavit, page 5, paragraph 14), that the 
materials were placed in the hands of a third party who is 
"likely to discard them" .(King Affidavit, page 5, paragraph 15) 

and that the Defendant has been prejudiced by the transfer of i 

the books and records. 


cad ow: \ as . Oo aokad. UVES sO a tro bapes y sicocws au a porsunaity. sre pune he ine 
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Sworn to before me, this day of : 19 


| 


ae 


+ 600 


person’ so ‘served to he the person mentioned and described in sai papers: as oy 
" Swern to before me, this day of 19 


‘A929 im 


6. As was previously stains the value of ‘the stock’ on 
the date of transfer has ier’ been acknowledged by Defendant 
to be relevant to determining the damages. Therefore the 
examination of the records which Defendant now seeks has not 
been occasioned by Plaintiff's motion to increase the ad damnum 


clause at all. x 


7. Plaintiff has attempted, albeit unsuccessfully, to 
have all of the books now in the possession of Diner's Club 
, available for their perusal and inspection, We have been un- 
able to succeed, I am told by my clients, because the major 
principals of Plaintiff herein have a 1.5 million dollar law 
suit pending against Diner's Club. This suit was started 


July 16, 1970 subsequent to the date this motion was made. 


8. It should be kept in mind that Plaintiff is not 
seeking to change the theory of damages, but merely to change 
the numbers consistent with the theory which the parties have 


always agreed in applicable to the case subjudice. 


9. Lastly, contrary to Mr. King's assertion (King 
Affidavit, page 3, paragraph 8) the basis for changing the 
ad damnum clause is not because of the existence "of new facts” 
but rather because of the recent decision of the Appellate 
Division, Third Department, which clearly requires a motion 
to be made prior to verdict in conformity with the CPLR. It 
is in conformity with this decision that the within motion 
has been made. 


Jct 


Sworn to before me this 
me day of September, 1970. 


ff 
SLb nn Lhe 
Notary Public é 
WILLIAM 0. GALLAGHER 
Notary Public, State of New York 
No. 606335575 
Qualified in Westchester County 
Cert Filed in New York County 
Commission Expires torch 30, 1970 
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, U.8. Government Priating Office 


LETTER OF TRANSMITTAL 
Srcuniries anp Excuancrk Commission 


Washington, D.C. 


Sins: On behalf of the Securities and Exchange Commission, I have 
the honor to transmit to you the Thirty-Sixth Annual Report of the 
‘ommission covering the fiscal year July 1, 1969 to June 30, 1970, in 
aceordance with t” provisions of Section 23(b) of the Secv.aities 
Ex ime Act of 1f. <, umended; Section 23 of the Public ‘Utility 
Holding Company Act o! 1933; Section 46(a) of the Tuvestment Com- 
pany Act of 1940; - 1 216 of the Investment Advisers Act of 
1940: Section 3 of the -Act of June 29, 1949, amending the Bretton 
Wodds Avreement Act; Section 11(b) of the Inter-American Develop- 
nent Bank Act; and Section 11(b) of the Asian Development Bank 
Act. 


Respectfully, 
ilveu F. Owens. 
Commissioner. 
Tue Prestoent or THE SENATE, 
Tue Srraxer or ‘rire House or Revresenririves, 
Washington, D.C. 
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34th Annual Report. Generally speaking, if it appears that a state- 
ment fails to conform, in material respects, with the applicable re- 
quirements, the issuing company is notificd by a letter of comment 
and is afforded an opportunity to file correcting or clarifying 
amendments. The Commission also has the power, after notice and 
opportunity for hearing, to issue a “stop-order” suspending the 
effectiveness of a registration statement if it finds that material rep- 

sentations are misleading, inaccurate or incomptete. In certain in- 
stances, such as where the deficiencies in 2 registration statement ap- 
pear to stem from careless disregard of applicable requirements or 
from a deliberate attempt to conceal or mis’s71, a letter of comment 
is not sent and the Commission either conducts an investigation to 
determine whether “stop-order” proceedings should be instituted or 
immediately institutes such proceedings. The exercise of the “stop- 
order” power during fiseal year 197015 discussed on pages 54-36. 


Time Required To Complete Registration 


The Commission's staff endeavors to complete its exainination of 
registration statements in as short a time as possible. The Act pro- 
vides that a registration statement shall become effective on the 20th 
day after it is filed (or on the 20th day after the filing of any 
amendment thereto). Since most registration statements require one 
ally do not become effective until some 


od. The period between filing and 


or more amendments, they 
time after the original 20-da: 
effective date is i: 
come familiar wit! 
of the preliminary form : ne 
ate the effective date so as to shorten the 20+: 


nN opportunity co be- 


ceeler- 


ing into account, among other hings, the adequacy of the infor 
tion respecting the issuer theret available to the public and the 
facility with which the f 


During the fiscal year, 3,399 registration statements became effec- 
> . 3 


1 


2 offering can be understood. 


tive. Of these, 272 were amendments filed by investment companies 
pursuant to Section 24(e) of the Investment Company Act of 19-10, 
which provides for the registration of additional securities through 
amendinent to an effective registration statement rather than the 
filing of a new registration statement. With respect to the remaining 
3.14 . statements, as a result of the continuing hig 


h number of filings 


and the resulting backlog the mediar. time froin the date of original 


abe 
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filing to eflective date rose to 70 calendar days, from 65 days for 
3,316 registration statements in fiseal year 1969 and 44 days for 
2,131 registration statements in fiscal year 1968. 

The following table shows by mouths during the 1970 fiscal year 
the number of registration statements which became effective, and 
the number of calendar days elapsed during the registration process 
for the median registration statement. 

Time in Registration Under the Securities Act of 1933 by Months During the Fiseal 
Year Ended June $0, 1970 


UMBER OF CALEND AR DAYS 


ot 


| Number of) Total cure 
registra- | ver olds 


“regist a ps 
Mouths ' Yon state- | thon state , 3m registra- 
| roents = | ments = { non 


effective * | | extectives | 
1 Ls 


Statistics Regarding Registration Statements Filed 
Darin 
(ied for offerimys of securities aggreg 
yistrat ion statements filed during the 1 
- This § rep 
o) 


oF 


« the 1070 fiseal yeur, 4,914 regis tration statements were 
ting $66.9 billion, as com- 
59 fiseal 


resents a de- 
mel f 


pared with 4,706 rey 
1 


SA ner 


0 


sla 


erease of 8.3 percent in the number of staten 
. 


cent in the dollar amount involved. 
Of the 4,514 registration statements filed in the 1970 fiscal year. 
A 


tc 
9.071, or 48 percent, were fi by cempanics that hal aot ge 
filed eget ition statements under the Securities Act of 19: , Com: 


al years were 2,350, oF 50 


parable figures for thre 1OG0 and 1968 {i 
percent, an i 803, or 34 percent, re spectiy ely. 
A cumulative total of 40,881 re gistration statem sents has been filed 


under the Act by 17,819 different issuers covering proposed offerings 
of securities aggregating over $552.8 billion from the effective date 
of the Securities Act of 1955 to Hine 30, 1070. 


A938 
30 SECURITIFS AND EXCHANGE COMMISSION | 


Dirved tartrate ay aati a. np ‘4 4 

Particulars regarding the disposition of all registration statements: 
sloct anelory #1 “yn - . ‘ | 
filed under the Act to June 39. 1970, are sunimarized in the follow) 


1 
ing table: 


{ 

1 

BBP ' 
a 

Prior to | Total | 

June 30, 1970 


| July 1, 1909 


| i 


_ ee Peale eens, (ote censtati | 


year! 
f) r ‘of | 
(He > : ting “o rs which had 


been issuc 
placed and th 
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: H 

a step orde a | 
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Lrestng withdrawal of the! 
cere withdrawn during the 1970 


Vhe reasons given by registrants for req) 
2 € 
fiséal year are shown in the following table: 


650 vegistratio: 
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Statistics Regarding Sccurities Registered 

During the fiscal year 1970, a total of 3,389 registrations of securi- 
ties in the amount of $59.1 billion became effective under the Securi- 
ties Act.? While the number of statements showed a moderate de- 
cline from the previous year, the dollar amount of registratians was 
down 32 percent from the record 1969 fiscal year. The chart on page 
92 shows the number and dollar amounts of fully effective registra- 
tions from 1935 to 1970. 

The above figures cover all effective registrations including see- 
ondary distributions, securities registered for other than cash sale, 
and issues reserved for conversion or for options. Of the dollar 
umount of securities registered in 1970, $2 percent was for the ac- 
count of the issuer for cash sale, 12 percent for the account of the is- 
suer for other than cash sale, and G percent for the amount of 
others. 

The following table compares the volume of securitics registered 


i 
or the account of the issuer and for the account of others for the 


past three fiscal y 


iS Lure 
the ivoy [sca 


10 Por a reconciliation of ike figures as to effective registration statements 
referred to above and on pp. 28 and 50, see appendix table 2. 


EXCERPTS FROM TRIAL TRANSCRIPT 
A--9 39 
mbds 
must discuss it only in the jury room when all members ; 
of the jury are present. You are to keep an open mind, and 
you must not decide any issue in this mse until the case 


is submitted to you for your deliberation following my 


charge. 


We will take a one~hour luncheon recess and 


resume at 1:35 p.m. We will take a mid-afternoon break 
and sit until 4:30. 

I anticipate resuming tomorrow at 9:30, proceed- 
ing to 12:30, taking a luncheon break till 1:30, and resuming 


until 4:30. The same schedule will prevail on Thursday, 


and on Friday we will be in recess, resuming again on Monday. , 
The jury is now excused, and is directed to return. 
at 1:35 p.m. to hear the opening statements of counsel. 


You can anticipate leaving this afternoon at approximately 


62307. 

(The jury left the courtroom) 

THE COURT: Counsel and their clients and witnessce? 
ace excused at this time. I would ask after cach recess 
that you remain in the courtroom for approximately five 
minutes to enable the jurors to go through their jury room 
and into the elevators. 


MR. FREDERICKS: Your Honor, on another matter 


that will come up during the course of the trial,.with the 
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‘consent of the defendants we will be introducing some 


documents that are not on the pre-trial order, deed onary 
some Government statist-cs. ueanion only withdraws its 
objection to the extent that they are not in the pre-trial 
order, reserving all of his other objections. I will, dur- 
a the course, ask your Honor to take judicial notice of 
this document and the statistics contained therein. I 
therefore would give it to. the Court at this time so your 
Honor might have an opportunity, and specifically I am 
concerned with the pages that are marked. 

MR. SANTORA: I would like to get a copy of what- 
ewer that is.. We have a couple of pages that they want to 
introduce, but I think it is fair that we see the entire 
thing. Apparently he got this from the SEC. I would like 
to see the whole thing. 

| MR. FREDERICKS: We have given you the pages 

we have introduced, and I am meget when the Court has arene 
reading it during the course of this lengthy trial it will 
be no problem for you to look it over, or I have no objec- 
tion to giving it to you first and then giving it to the 
Court. | 

THE COURT: What pages are you referring to? 

MR. FREDERICKS: These pages that I have marked, 


page 29 -- I am basically concerned with the Government's 


| 
| 
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held corporation, and Otto Marx, Jr., who was introduced 


2 report on the time period between filing and effective date. 
3 of registration statements. 
4 | MR. SANTORA: In Light of what we have been | 
5 giving you in the last few days, I think it's appropriate | 
6 | we get a oan of this. : ane 
7 ; "MR. FREDERICKS: — the only copy I have. | ¥ 
] THe COURT: Very “ek, Anything else? | 
9 MR. FREDERICKS: es I just thought I would | 
10 | bring it to the Court's attention at this time. 
11 | (Luncheon recess) ! 
2 w | (In open ees jucy present) | 
he | 
13 | THE COURT: We will proceed now to the opening 
14 statements of counsel. We will hear first from | 
15 | Mr. Fredericks on behalf of the plaintiffs, and then from | 
16 Mr. Santora on behalf of the defendants. | 
17 | | MR. FREDERICKS: May I proceed, your Honor? | : 
| 
18 | THE COURT: You may. | 
19 | MR. FREDERICKS: Thank you. | 
20 | baos change ladies and gentlemen of the jury. | 
"91 | As I introduced myself earlier, my name if Barry , 
Hl : 
92 || Fredericks. I am the attorney for the plaintiffs. My | 
- 2 | co-counsel is Mr. James Tolan sitting at the table. viewer 
ow | in this action are Otto Marx and Co., a small, privately | 
25 
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“to you earlier during th: yoir dire, his stepson, John» 


Summerlin, Jr., and William Fugazy and his brother, Louis 


Fugazy. 


The defendants in this case are Diners’ Club, Inc., 


eadinnecek acct Continental Insurance, and erased 
afkitiaved anes ations who are under — Continental-Diners' 
Club umbrella. 

The individuals in this pear ye have come here 
to seek redress for certain wrongs which they claim the 
defendants. have done to theme As all of us have heard, we 
may be here for several days, possibly ieee eer i don't 
want you at this time to be overwhelmed by that prospect, 
nor do I want you to be overwhelmed with the amount of 
documents that you see on the counsel tables and the number 
of attorneys in this matter. This is not, notwithstanding 
the cceuh me kine that. it may take or the number of docu~ 
ments that you see or the number of lawyers in this court- 
room, this is not really a very complicated case. We can 
get down to the essence of Pennies rather simply, and 
I say that without any attempt to minimize the fact that 
the obasnbteee, Otto Marx, John Summerlin, william Fugazy, 
and Louis Fugazy are asking you, after you hear all the 
evidence in this case, to, award them $2,700,000. 


Again,. like the sum of damages, please do not 
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be taken aback and assume that this is sistas to be a very 
difficult problem. It is going to be a very simple ene 
and I am going to tell you what this case is about. It's 
sort of like coming attractions. I am going to tell you 

what you axe going to hear from these witnesses. 

, ae: you will remember this morning, the Judge 
advised you that-what I tell you is net evidence. Keep 
that in mind. TI will sane you what the plaintiffs will 
prove, but I suggest to you that what I tell you is not 
evidence. What you-hear from the witnesses on the witness 
stand, from the individuals who have been damaged in this 
case, what you hear from the mouths cf Mr. Fugazy, William 
Fugazy.and Louis Fugazy, and Otto Marx and John Sumi 
that is evidence, and whatever domunmnke we have shown you, 
ar is evidence. C 

What I am giving you is a presentation of ne 
you are abcut to hear. This, as I said to vou, is a very 
Simple case. The plaintiffs are charging the defendants 
the Diners’ Club Corporation, gostinonkad Insurance, 
and Continental Corporation and their affiliated companies 
with fraud and etepeocamentation. Those are ver, nice legal 
terms, but what do they mean in simple, one-syllable 
English? 


They mean, ladies and gentlemen, that the 


25 
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defendants, through their officers and directors, through 


the people who represented the Diners' Club and Sontinental 
Insurance, made certain statements and representations to 
Mr. Marx and Mr. Fuyazy knowing when they made those state- 
ments that they were false, and the statements were made 
for the coxpotes of having Mr. Fugazy and Mr. Marx part 
with valuable property. That is a very simple proposition, 
and the facts that we will put on that skeleton are equally 
simple. | 

The Fugazy Travel Bureau was established in 1870 
by the Fugazy family. It was owned and operated in the 
travel business by the Fugazy family from one generation 
to the other. In 1960 it was acquired by a publicly held 
company, the Tower Company, and then subsequently it was 
sold ee Mr « Otto. Marx through Marx and Co.,; a private 
ied and Mr. Marx, the badeuiaest, through his company, 
and Mr. William Fugazy and Mr. Louis Fugazy were operatin, 
this company as Mr. Louis Fugazy and ‘ie William Fugazy had 
done for many years.prior, err the Fugazy family had 
done as far back as 1870. 

In 1963, a gentleman named ppette, a broker, 
a friend of Mr. Alfred Bloomingdale, president, chairman 
of the board and chief operating officer of Diners! Clu) 


comes to see Mr. Fugazy, and says, "We'd like to reopen 
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negotiations to acquire your company." I say reopen because 
there had been discussions in 1960 and prior to 1963 about 
this acquisition, none of which came to fruition. Liftig 
says, "I want to buy your company for Bloomingdale. Diners' 
Club wants your travel business." 

ee Mr. Marx and Mr. Fugazy say, “We are not 
sure we want to sell the company. We have got underwriters 
who want to take us public." . By that I mean sell the 
stock to the public on the open market. "We are doing very 
well, things are moving, we have got advertising. We are 
not sure we want to sell our company.” 


This is in 1967. I apologize. 


THE COURT: I think you said 1963. 


MR. FREDERICKS: Yes, I did, your Honor. 1963 was 


when Marx acquired his interest in Fugazy. 


It is 1967 -- pardon me -- that Mr. Liftig arrived 


on the scene and said, "Mr. Bloomingdale has sent me to 
buy your company." Marx and Susans are not particularly 
overwhelmed, but Marx is a businessman, and he will listen 
to anybody talk. Why not? - talk, listening to people, is 
not particularly conmiting himself to anythinc. 

And Liftig tells him that there has been a 
substantial change in the Diners' Club situation since last 


the Fugazy 1vel people spoke with Diners’ Club. And what 
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is that poner That change is that Continental Insurance, < 
Continental Corp. has eematenl substantial holdings in 
Diners’ Club. They have become a major stockholder. In 
fact, between Mr. Bloomingdale and Continental, they are 
clearly the most Anieett ou tires in Diners' Club, and 

they have one into the picture, ner they. are engaged in a 
finance program to pump editions of dollars into Diners' 
Club, and they are buying up convertible debentures. 

What is a convertible debenture? A convertible 
debenture is simply a situation where the Continental 
people had some eupors. a certificate which abeouen them 
to convert what they had into the common shares of Diners' 
Club, to acquire more interest in Diners’ Club. And 


Mr. Marx and Mr. Fugazy say, "Well, you know, we were 


happy the way they are," and Liftiq says, "well, Continental 


jg in this picture. There is all sorts of ‘money, and 


Bloomingdale wants to acquire you.” 
Fugazy goes out to listen to what Bloomingdale 


has to say in July of 1967. He arranges a trip out to 


California by plane to fly out to meet with this broker, 


‘‘Liftig, and Mr. Bloomingdale, with Mr. Bloomingdale of 


Diners' Club arranging to meet him at the airport, 
Mr. Fugazy gets on the plane, ana lo and behold, 


who sits next to him but a gentleman who introduces himself 
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as an executive of Diners! ‘Club who just happened to be 
sitting next to Mr. *ugazy, and he proceeds to ante 
this conversation on how important it is to the Fugazy 
op?ration to be acquired by Diners' Club, how much money 
Continental is going to pour into this operation, what 
; their Prue position is, and how many great things Diners' 
Club is going to do with all of this Continental moncy. 
Fugazy meets in Los Angeles with Mr. Bloomingdale, 
and Bloomingdale tells him, "We need your travel business. 
We want to complete with American Express. They are beat- 
ing us with the airlines, they are beating us with the 
hotels. The Continental people aces us to go out and 
buy a travel company, and you are'it, and we want your 
company in this operation. We ‘ee you and your brother, 
we want the whole package. We are going ee hee expanding _- 
all over the place. We are going to be buying, with all 
of this Continental money, and Continental is going to 
take over Diners' Club and rege going to own it, and 


we have got millions and millions of dollars in sesources." 


And Fugazy says, “Well, that's very nice, but 


you know, we are doing very nicely. Why do we need you? 
"We are not so sure about this situation." 
Bloomingdale says, "Don't.worry, the deal is 


over. We are going to take you over, whatever the price 
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is." And Mr. Fugazy comes back, and he tells his partner, 


Otto Marx, what the situation is, and the next thing we 


know Bloomingdale comes flying into New York, meets with 


Fugazy, tells him the deal is all completed, "Don't worry 


about it, the lawyers will work out the details, the 


1 


‘price.” He says, "We are going to give you ten million 


dollars, and, you know, don't bother me with all of this 
nonsense. Let the lawyers work out the details. You are 
going to work for me and you are going to run my travel 
business, and let's get things moving along, and I want 
you to introduce me to all the aac tine people, and I want 
you to introduce me to the hotel people and — travel 
people." | 

And Fugazy says, "Well, you know that's fine, 


but my partner, .Otto Marx, he wants to know about the . 


financing, you know, what's happening." Bloomingdale says, 


"Don't worry about it. Continental is in it. They are 
pouring in millions of dollars, and by the way, after you 
introduce me to the airline people, I want you to go over 


to London and buy the Queen Mary, and we are going to 


expand into this company, that company, all with Continental’ 


money, and they are right behind us a million percent, and 
we want you and we want your stock and everything." 


Ané from the 16th to the 20th Bloomingdale is 
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2° ‘running them from one end to the other. Anytime they raise, 
3 a question he says, “Don't worry about it, Continental's 
4 eens into the picture." And on the 20th, they sign a 
5 letter of intent for Continental to acquire Fugazy. \ 
6 | ogee is a letter of intent? That is two parties 


i \ 
3 . 


7 sitting down and saying, "One of these days we are going — 1 
to sit down to agree to agree. We are going to make this 
| 


deal subject to your being satisfied and our being satisfied, | 


| | 
10 and sometime in the future we are going to get this deal | 
ll - together." { 
12 And once that letter of intent is signed, Biooming;+ 
| 13 daie sends Fugazy to London, he sends him to Athens, he | 
. 3 sends him to Paris, he sends him all over the world on | 
15 Diners' Club business. He negotiates the Queen. Mary | 
16 acquisition for Diners' Club, goes to meet and lecture to- 
17 people for Diners' Club, and every time anes says, "Well, | 
18° Wait a minute, how do I know, you know, you are Sea ea | 
19 || me all over the place here, and we haven't got a deal," | 
0 "Don't worry about it. Continental is taking over. You | 
are going to be satisfied. Don't worry about it, We will 
' take care of everything." . | | 
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And this goes on,: for July, August and September, 
and Fugazy is running all over the place and introducing 
him to all these people back and forth. 

In October, as an icing on the cake, Bloomingdale 
races Fugazy down and says, "y want you to meet Victor 
Herd and Harold Snean because I spoke to them, and they 


tola.there's a deal, and you don't believe me, and I'm 


going to take you down and meet them." 


They go down and meet Victor Herd and Mr. Johnson, 


and they tell him about all.the things Fugazy is doing for 


the Diners' Club, the Queen Mary ie Ee forth, and he says, 
"I'm glad to‘meet you, but I have a partner here who is 

a little skeptical, and he wate 4% know about this 
cekieencat situation." 

Herd says, “There's going to be a marriage here. 
Don't penne about it. We're going to have a marriage. ae 
will take place. Everybody will be picaiees? 

After this meeting, Fugazy comes back and sees 
his partner, Marx, and says, "rook: Bloomingdale told me 
there will ae ainiaiaten, — now the president of 
Continental has told us the same thing," and so they signed 
the acquisition agreement. And they make a deal where they 
sell the family busin¢ss, this company that was established 


in 1870, the Diners' Club, 57,000 shares of stock and some 
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2 ‘assumption of liabilities by Diners' Club ad an eon hewiment . 
3 contract which provides that Mr. Louis Fugazy and er, 
4 Fugazy and Mr. Otto Marx went he employed by Diners' Club, 
5 and in addition to whatever salary they would receive, i 
6 they would receive an incentive pay-out. i 
9 Now, Marx ana vasney bad developed a franchise. | 
8 They were franchising their travel operations, and Diners' | 
9 was interested in acquiring both the travel business and | 
10 eke franchise operation, SO as an incentive to the sellers | 
ll they said, "Look: We will pay you $500,000 a year if 
12 we sell a minimum number of franchises. That's your maxi- ! 
13 | mum. " ; ! 
14 They had a percentage of the fran nchises sold, ! 
ke but the maximum was $500,000 a year, and this was in | 
16 cilia because up until now they had sold their business ! 
17 for stock and somebody else's liabilities. There was there ! 
18 the sellers" ability to eer nee over the payrovt. porta. | 
19 They got an Sementine that went into their pocket. 
20 | i Comes January and February, Mr. Fugazy is stii. 
21 || doing his work for Diners' Club. He meets in fact socially | 
22 | with Mr. Herd and Mr. Johnson on two occasions, and he | 
93 || starts doing some work even for Continental Insurance, | 
24 | arranging meetings with people that he knows for siete 
05 | and he makes an acquisition, and he even flies to Paris for 
| 
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9 || Mr. Bloomingdale, and Mr. Marx goes.along. They are 

3 introduced to some banking contacts that Mr. Marx has, and 

4 in Paris, Bloomingdale, the head of Diners' Club, says to 


Fugazy, "Look:Do ju want to be president of this whole 


operation?" Bill Fugazy sayS, "There's no way I want to 


ia cen uaeub of this operation. I've got problems. As it 
is pu're flying me all over the world. I*ye got to earn 

my cash by seeing to it xnat the franchise operation gets 
off the erent, heecuee unless tnat franchise operation 
moves forward I sane get my ceneene program, and I don't 
on my cash. ,I don't want the presidency of the company." 


Bloomingdale continues cver a period of time 


14 . to pressure him and also says to him, "Look: You know the 


money we have to pay you, you and your brother and Otto 


Marx, this $500,000 a year, is very bad for our balance 


= — 
cop) on 


sheet. We've got to show this money being paid out very 


18 , vear, It's bringing our earnings gown. That means that 


19 || when we merge with Continental the ratios aren't going to 

: 2 | be the same... The profit picture isn't going to be the same. 
{ 
2} | Why don't you.give up your. cash and take stock in Diner's : 
22 | Club? We will give you more Diners' paper. Diner's paper | 
{ 
| is going to be worth a lot of money, because the Continental | 
24 takeover is coming." | 
| 

25 | Fugazy says, “Look: I like cash. Green is areen. 


— 
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It's in my pocket. And I don't want to be president of 


e 


yur company.” 

In March, Mr. Fugazy arrives at his office a 
Diners'/Fugazy Travel. What is Diners'/Fugazy Travel? When 
Diners' bought the Fugazy Travel business, they set it up 
— came subsidiary, which Mr.Fugazy became president 
of and was to run. And so he ran it when Mr. Bloomingdale 
allowed him to be in his office and wasn't flying him around 
on special projects. This was Mr. hae operation. 

He walks into his office, and whom does he find 


waitiag there on March the 12th.but Victor Herd, president 


of Continental. Victor Herd says, ,"Bill, Alfred Bloomingdale ,; 


says to me you don't want to be president of Diners’ Ciub. 
Why not? - We of Continental are behind you." 

Herd :-was on the Board of Diner's Club. 

"We want you to be president." 

Fugazy says, "Look. I've got a family. I've 
got a wife. L've got to concern myself. I'm not a rich 
man. ‘This $500,000 earn-out 1 my money, and I'm not going 
to go over and be president of this company and not tend 
a te store, so I can see my earn-outs." 


What does Herd say? "What are you worried about? 


Continental is going ta take over this operation. Continenta} 


is behind you. You to along with whatever the program is, 
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follow along with what management wants, and you don't have 
anything to worry about. We are going to see that you 
are taken care of." 

The next thing that we cies Fugazy, you know, 
is still not moved. He is still not pushed over the brink. 
He's still looking for the green cash. 

The next thing, Bloomingdale summons him to 
Los Angeles. Fugazy being the good employee that he is, 


without a share to his name, hops to Los Angeles, and we 


start all over again. 


Bloomingdale says, "you've got to be president 
of this company." Fugazy says, "I don't want to be 
president. I've got to worry about derrenenr 

Bloomingdale says, What are .you worried about? 
you heard from Herd about.Continental. tell- you there's 
gaing to be a takeover by Continental. Forget your cash. 
You'll have your stock in the company. rTt's going to be 
10 over the $65 a: share. You" 12 make it on the stock, and 
we'll take care of it." 

That's all again er nice, but still Fugazy 
says, ,"You know, I've got a partner, Otto Marx, and you 
can tell me all these things, but Mr. Marx, unless he is 
ssttebdees he's not giving up his cash, and I'm not giving 


up my cash unless we are satisfied." 
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2 Well, in April Fugazy succumbs to the continuous’: | 
3 pressure and becomes president of Diners’ Club, and in | 
nm May — with Bloomingdale and Herd to discuss the 

5 overall programs, and one of the things that comes up is, 

6 well, you know, we've ete about this continental takeover 


since last June. This is now May of 1968. What's happened? 
Well, he gets a story about holding companies 

and: another story owe tax problems, and Herd says, "Look, 

we are going to meet very shortly, and we are going to set 


a timetable on this Continental merger." 


Fugazy goes back to Marx, and he says, "Hey, Otto, 


to sit down and give us a timetable. This merger that 


they told us was going to happen is going to happen. Herd 


13 it looks like things are happening. They're finally going 
says we are going to sit down and get us a timetable." 


7 3 June 8, 1969, a very important date to remember , 
at as you will hear from the testimony, Bloomingdaie, Fugazy | 
19 and Nerd meet in the Fairmont Hotel in San Francisco to | 
0) lay out, swee other things, the' timetable for the See | 


| 
21 Diner's Club merger, 1 tell you it is important, because 
it among other things will establish the credibility of 


witnesses. Mr. Fugazy will testify that he attended the 
v4 || meeting. Some of the things that were discussed were time- 


25 table and also a statement by Mr. Herd that he: was going 
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to elect Mr. Johnson as executive vice-president and 


Mr. Asch as executive vice-president of the Diners’ Club 
and the whole cree was to get together and work out 
exchange ratios. 

Well, what's an exchange ratio? It's a sheet 


of paper that shows for so many shares of Diners‘ Club at 


such a price I get so many shares of. Continental at such 


a price, and these among the accountants and the corporate 


lawyers really get down to a lot of pieces of paper and 
schedules, but it ere gets eae basically to wnat the 
pice was going to be, and the price talked about at that 
time was 60 or 65 dollars a share, and that's what Fugazy 
will tell you. You will see a document to verify his 
notes at that meeting. : 

Alfred Bloomingdale, chief executive officer, 


and president of Diners’ Club, in his testimony will tell 


you that he was at that meeting, but what is Victor Hera 


going to tell you? Victor Herd is the chairman of Continental. 


He a going to tell you categorically that he never went 
to a meeting in the.Fairmont Hotel in San sueneieus with 
Mr. Bloomingdale and Mr. Fugazy. Not only that, but he 
is going to tell you that he never met Bill Fugazy until 
after Bill Fugazy became president of Diners' Club, in 


April of 1968. That's what he's going to tell you. 
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I am going to show you some diaries of Victor ; 
Herd to indicate in fact from his own diary that he was at 
that meeting in San Francisco in June of 1968. 


A full timetable was set. akeover was supposed 


ee ee een ee a ee ee ee 


to take place in the fall of 1968 and Asch and Pflug and the 


financial people of Diners' Club meet with the financial 
people of poe neath a and they work up these exchange 
ratios. | 
Now, there's Otto Marx sitting back there, being ! 
pressured by Asch and Johnson and Bloomingdale to give up | 
; | 
his cash, being told by Bill Fugazy that he's met with ! 
Bloomingdale, and there's going to be a takeover; he's | 
met with Hera in San Francisco, and he says there's going | 


to be a takeover and a schedule prepared, and the thing 


| 
| 
{ 
| 
is going to happen, and the next thing Marx knows and | 
Fucazy knows the ratios are being prepared. They are there, | 
7 } 
physical ratios. No representations from one party to | 
another. There they are in black and white, ratios of | 
stock exchanges between Diners' Club and Continental, and 
Fugazy gets them and shows them to Marx and Asch discusses 


| 

{ 

| 

them with Marx, and Bloomingdale is pressuring them, "Give | 
| 

] 


up the cash. We're going to have a merger in 60 days. Your ‘rc 


going to be wealthy people." 


Finally, having been told by Bloomingdale, 
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having been told by Herd, having seen the exchange ratios, 


in October, Marx and Fugazy agree to give up their cash 


for the stock of Diners' Club, and they get additional cash-- 


THE COURT: Stock. 

: MR. FREDERICKS: I am sorry. They get additional 
stock for oie cash they gave up. 

Well, maybe they eee always a adie maid and 
peer a bride, but the merger never happened in 1968. It 
never happened in 1969, and in February 1970 Continental 
took over Diners' Club, but'not, ladies and gentlemen, at 
the 60 to 65 dollars a share that Bloomingdale was talking 
about. Not in the fall of 1968, when the price of the 
stock was up in the 50's, as Mr. Herd was talking about, 
but at 15 dollars a share. And there were Mr. Marx anc 
Mr. Fugazy with all their Diners' Club paper, without the 
company that they had, without the employment contract 
which gave them hard cash and with Diners' Club shares at 
$15 a share, which they had to hand over to Continental. 

Now, what did they do between November 1968, 
when 5 eratetionmion’ closing didn't take place, and February 
when it went down to $15 a share? You're right to ask that 
question. What did these people do? Well, besides being 
told a dozen stories as to what the delays were, Mr. Fuaazy 


went down, and they said, "We were very happy with, our 
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intenasink. We were offered $60 a ‘share, and we turned 
it down." 
Marx said, “Here you are. Here are my shares. 
Take them." 
Herd says, "No." Why should he? He had him 
‘eukas in the company. Marx couldn't go anywhere, except, 
ladies and gentlemen, Mr. Marx in 1969 said to the company, 


"Look: I've got a contract, and in that contract it says 


hat if you fail to register my shares I have a right to 


demand that you register them." 


es = 8 
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What is registration? “That's a.procedure where you 
file certain documents with the Securities & Exchange Commis- 
sion, and what were known before as restricted imres can be 


sold in the open market to the public at large. 


Marx writes him a letter and says, "Ckay. Under this 


- 


contract, register my ares 

April 1969 -- I believe it's April 19th. What do 
the Diners' Club people do? Well, the first thing th 
is, Johnson sends a memo to Herd and says, “Yarx is pressuring 
us. We don't have to do wipe ae That, ladies and gentlene 
not withstanding the contract,which you will see, which savs 
that they must expeditiously, promptly and in good faith ™ove 
to register those shares. ; 

- April, Marx's letter on behalf of himself, Fucazy, 

Marx & COo.? -~- Register my shares." 

Johnson responds to Herd, "We don't have to do any- 
thing about that." They never promptly filed the registration 


statement. 


In August of 1968 they filed the statement with the 


their financial statements were completed in March and that 
they had an annual report to stockholders in June. It took 
them until August to finally get around to comply with their 


obligations to expeditiously and promptly file a reaqistration 


a ad 
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Securities & Exchange Commission, notwithstanding the fact that 
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2 statement. ss 


3 THE COURT: Mr. Fredericks, you said August 1968. 


4 . MR. FREDERICKS:. '69, your Honor. 


5 THE COURT: In following it, I thougns it must be 


6 1969. 


I am very sorry, your Honor. 


8 As I said, what I say is not the evidence, and if 

8 I make some mistake in the date, I apologize. I am trying 

10 to keep it in’ sequence, The evidence will come from the docu- 
tH ments and’ the witnesses. 

12 | No registration is filed until August. It never 

13 becomes effective, and the price of the Diners' Club shares 


are coming down like a lead 


eee San eee 


| where these plaintiffs, having realized 


mitigate their losses, they were 


frustrated by this group of Continental and Diners’ Club. 


That droo in stock alone approximately 


19 $500,009 between the period of the Cemand and the ultimate 
20 tender offer, in February the following year. 


21- Now, that, 


4 
simple case for the plaintiffs. 


as I promised you, adds up to 4 very 


It is very, very simple. 


They were told things. They were re-told them. uhey were 


2A shown things, and all of it was a lot of puffing and balonev. 


eee 


It just wasn't true. It was an absolute atten to get them 


a  - TT T TT 


ee a LL 


= en ee ene 


‘jals weren't the way you represented them." 
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to give up the travel business in the first instance and the - 


nt cence aa 


at the later instance for the Diners! Club paper, which as I 
have .shown you, they took a substantial loss on. The’ total - 
in this case of loss to these plaintiffs is in excess of: 
$2,700,000. on ' + 

Now, here are the defendants with their hands 
caught in the cookie jar. I mean, here's the plaintiff in 
here claiming this is it, this is what you have done to me. 
And what do the defendants do? Well, the defendants did 
exactly vhat my daughter does when I catch her with her hands 
. the cocKkie jar. First she tries to convince me that her 
sister's hands are in the jar, and then she tells me that 
it's her mother's fault for leaving the jar open. " In law 
they call ita eounserelasn. 

And ree what the defendants have done here. They 
have counterclaimed, and they — eouaeaecieduad with one of 
the most complicated counterclaims, which you are going to 
hear. 

The reason for all. the documents, the lawyers et 
cetera: what is their counterclaim? Well, first they say, 
"What you sold us, what you told us wasn’t true. The financ- 


‘ 


This matter was closed in October, October 30, 1967. 


The closing was crawling with accountants, Touche, Ross, one 
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of the big accounting firms, representing Diners' Club; J. Ke 
Lasser was in here representing and certifying financials for 
the plaintiffs, and as if that wasn't enough, in case the two 


of them couldn't agree, we had Price, Waterhouse waiting with 


the envelope to decide who was right. 


a 
e 


We had a closing in October. We. had an agreement 


, 


that said a substantial sortie of these shares go into escrov. 
| | 
That is that, escrow? That means you have it, but you don’t 
really have it, and we're going to take it away from you'i£ 
we don't like what you are going to do with it. . It went into 
escrow, and there were adjustmeits and post-adjustments, and 
Touche, Ross met with Lawaer, and there were adjustments in 


i 
price, and some stock was released at one time and other eee 


released at another time, and the price went up and down, and 


iy 
4 


that took place in 1968. - ace 
This counterclaim, ladies and gentleman, was not 


alleged until 1973, when Mr. Marx and Mr. Fugazy brought this 


action. It wasn't even initially alecged then. We will tell 
you about that in a minute. 
They had the company. They took the books and 
records. They had everything, and they ran the company. ae 
ay ? t 
ran the company for several years, and, suddenly, in 1973, the] 
4 


say, “Hey, what you told us back in '67 wasn't true.” That's 


one claim. : 


14 


15 


21 


on 
. . 
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The secend claim they have is that this whole con~ | | 
cept of franchises wasn't viable. I don't know what that | 
means, ladies and gentleman. ‘Tf you have a man who runs an | 
: | 
operation with the experience of Bill Fugazy, oversecn with 
the financial expericnce of Mr. Marx,and you acouire him ana | 
Hs : i 
his company, and then you take him from that company and you | 
| | 
put him somewhere else, doing other things, so that he isn't 
minding the store, and you run it for two and a half years, 
it's like the day my kid takes his sister's bike ane runs i+ 
into the pole and comes back and says to me, "The wheel is 
Genkens* aaes, the wheel re broken. Mr. Fugazy was the man , 
who ran the franchise Saerwe teu. Mr. Fugazy was the man with 
the travel experience, and suddenly, Si Pflug -- 1 don't know 
what experience he has had heciias buying Sir line tickets =- 
is. supposed to run this travel operation, does Le for Lud and 
a half years, and then in 1973 says. “ey it wasn't viable", 
whatever that means. 
Now, I suggest to you that you are going to hear a | 
lot of complicated claims from Nr. Santora on what happened 
and what didn't happen. Keep ‘3s mind that Mr. Fugazy remained 


president of that company until he resigned, in 1970, to take 


over some other operations. | 


Now, the claim wasn't raised then. Nobocy complaine| 
. | 


iy 


at that time. There was a financial adjustment after the 


pont 
pet 


12 


13 


14 


15 


16 
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18 
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closing, with Touche, Ross on one side, Lasser and the other 
accounting firms, Price, Waterhouse ian in the wings. 

Adjustments were made. Nobody complained at that time. The 
stock that was held in escrow was released, and nobody com 


plained at that time. The franchise operation was run Joy 


Pflug for over two and a half years. Nobody 


Dinérs' and Mr. 
complained at that time. ... -: 
It is only on the second answer to the second com= 


plaint in this action, in 1973, that these defendants, with 


é 


p- 


ng this 


their hands up to their elbows in the cookie jar, br 


counterclaim. 
I suggest that that counterclaim is worthy of your 


consideration only under the circumstances as I have out 


aan 


lined, and, ‘quite frankly, 1 think you will Fined that it Ls 


not to confuse you, an at- 


- 


a tempest in a teapot and an atte! 


tempt to get you away from the very simple facts of the 


ue 


plaintiffs' case. 


I 


© 
re! 
a] 
cr 
i) 
2 
cr 
rv 
ie) 
i 
. 


I thank you all for your time 


thank you for being attentive to me, and I look forward to 


presenting our eviacnce EO '¥ 


u 


Thank you. 


Santora. 


ahd WIM ODA « eg Nag eee 
SANTORA: Ladies 
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think after listening to Mr. Freder icks you nian eall this: 
case the case of the reluctant dragon. That's Mr. Fugazy, the 


reluctant dragon. We had a period in 1967 when Mr. Fugazy 


was always doing something he didn't want to do. He hecame 


president of a company he didn't want to be president of. He 


got involved in a deal he didn't want. He flew here and he 
flew there and did thisa@d that, and we might want to as sk our- 


selves -~- and we will be coming’ to some of the reasons why he 


aid it -- you might be asking yours selves, "All right. Why did 


he do these things he didn't want. to do?” es) a | 
We have Mr. Marx, who is a vrofessional Victim in 


this case. Things are being dons to Mr. Marx right and left. 


Now, Mr. Marx, although ie has been portrayed as an individual] 


is not exactly your ordinary individual. He is not an in 
dividual such as you might run into in day~ to- day Living; sl 


you can say, "Here you' ve got a company and there you've act 


an individual: Mr. Marx. 


‘ 
Well,. Mr. Marx happens to be an investment banker. | 
We will go into later on what an investment banker is, but | 
an investment banker who-.is worth a lot of moncy and who is ent 


gaged in transactions involving very »ig numbers and with big 


acquisitions and mergers and things like that, and Mr. Marx 


will be undoubtedly asked to explain at some time about all 


these things that were happening to him one after the other, 
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and no explanation, nothing he did about it. It just kept 


happening, one after the other. 

You wail see the reason for it as I get into it 
further, but I want to correct something which is, I am sure, 
absolutely inadvertent by Mr. Fredericks, but there has been 
a deste misstatement about the counterclaim here, the 
counterclaim brought by the defendants. 

The counterclaim ees: Hee asserted in this case in 
1973. It was asserted in February 1971, and I think one of 
the reasons for the confusion -- because I know it was inad- 
vertent a is that eieee ee plaintiffs here, the chief 
plaintiffs, Mr. Marx ané Mr. Fugazy, chose not to sue at the 
same time. 

Now, Mr. Marx eee aie euit im 1970, ate time 
when Mr. Fugazy was still a director of .Diners' Club and 
supposedly loyal to Diners' Club, as a director is sunpnased 
to be. 

Mr. Fugazy didn't bring his lawsuit, although he 
is alleying now the very same things, for about two and a 
half years after: October 1972. Now, naturally, as soon as 
Mr. Fugazy brought his suit, well, we filed our counterclaim 
against him. That's 1973. That's what he was referring to. 
What he doesn't point out -- and again I say it is inadvert- 


ent -- is that when Mr. Marx brought his suit in 1979, he was 
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promptly ‘counterclaimed against jin the ecariy part @f 1971. 


There has been no late discovery of this claim. It was later 


4 than it _shouid have been. One of the reasons for the late 
5 discovery was the fact that these plaintiffs were in a nosi= 
6 tion, inside the Diners' Club, to keen Diners' from finding 


¢ 


7 ene about this for a set while, 

8 With that, I think you should focus for a moment on 

9 the business of the represen tations that they were getting. 

10 ||} Mr. Fredericks keeps saying things were shown to them and 
ll things were told to ere He didn't get specific, and maybe | 
12 he will get specific later on. One of the things I want to | 
13 point out is that some of — representations came from Mr. | 
14 Fugazy. ‘a think we are going to find out, when be savs that | 
16 the Bee eae eae pee ee Club, nine times ee ree 
16 i ten or maybe ninety-nine ‘times out of a hundred they are’ com- 
7 jing from Mr. Fugazy, his partner and his co-plaintiff in this | 
“18 case. | 
19 . There are a lot of ramifications to that, and we 


20 will go into them a little further. 


21 Just to keep in focus, we talk a lot about 1968, and!, 
‘ 1 | 


I think you should knew that Mr. Fugazy was president ehrough-| 
out almost the entire period, 1968, president of Diners‘ | 
{ 


Club. I just want you to remember that when Mr. Fredericks 


and some of his witnesses talk about what Diners' Club was 


16 


17 


18 


19 


21 
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doing in 1968, because I think it is fair to say that as the, 
president of Diners' Club, Mr. Fugazy is in fact complaining 
about the things that he was doing, himself, and he is in here 


suing for them. 


Mr. Fredericks, in the same vein of talking about 


4 
m . 


corporations -- not about people -=- talking about represent- 
atives of Diners' Club, gets into a situation where he talks 
about Mr. Asch and Mr. Pflug, I’ think he mentioned, pressuring 
poor Mr. ware inke giving uo his cash. ‘Here he's GGt This 
investment bankey out there being pressured, pressured by 
Mr. Asch and Mr. Pflug. 

Now, I think Mr. Fredericks forgot to mention to 
you who Mr. Asch and Mr. Pflug were. Mr. Asch and Mr. Pflug 
were sty Geen aie officers oe tesers Club. Do you know whom 


they were working for? Mr. Fugazy. Mr. Fugazy was the - 
y 8 a 2 a 


president of Diners’ Club, and these individua 


5) 

i! 
— 
wo) 


ppvened 

to be subordinates of His. So maybe we will find out, as Mr. 
Marx and Mr. Fugazy come on to talk about their story andvhat 
happened to them back in '68, maybe they will be able to tell 
us why lin. Fugazy's subordinates were pressuring his partner 
in that fashion, and where was he? Maybe he was flying over 
to Paris again. Maybe somebody higher than he.was’at Diners' 
Club -- although I don't know who is higher than the president 


o— was telling him what to do. 


| 
| 
| 
| 
| 
| 
| 
| 
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Well, we will get into that. As Mr. Fredericks says, 


his statements are not evidence. The witnesses' statements, 


the witnesses' testimony is evidence.. They are going to tell 


us about who said what and who told whom and who did what. 


Now, with respect to representations that they got, 


Fugazy this year, and Mr. Fugazy that year. There was quite 

a little scenario. I couldn't keep up with it all. I think 

Mr. Pflug was in there somewhere. I heard a lot of names, and 
, } 

eyery once in a while Hr. Pflug's name came in. I think what 

is going to happen when we get to the representations of what 

Mr. Fugazy was telling Mr. Marx, we are going to have to look 


I think Mr. Marx is going to tell you that he heard from Mr. 
| 
i 
into carefully whether or not Mr. Marx believed everythine he | 


heard from Mr. Fugazy. It's a. very nice .compliment, si*s tree 


It's nice to have someone tell you that he believes evervthing 


you say. 
But we will go back into the background. It didn't | 
start in 1967. They go back long before that together, and | 


they've got a bit of history before 1°67, ana that will denmen- 


strate a good bit as to what Mr. Marx thought of Mr. Fugazy 


to him by Mr. Fugazy. 


in 1967 and whether he was believing anything that was told 


I really hope, though, that you paid very, very 


careful attention to what was said by theplaintiffs' attorney, 


AA 


® 


& 


cause they never can make a transaction that's a very straight 


MP : 4 
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Mr. Fredericks, and I hope that that is frozen in your minds. 


‘) 
I hope you remember it throughout this trial, and to the best 
extent that J can do, I am going to keep reminding you of it 
when we finish this case and when we make our closing state- 
ments, because everything he said-has got to be supported by 
fie Ane ae. and I think he has taken it upon himself as.to 
what he is going show, and if any ay aeace witnesses come 
on and don't measure up to that, I think vou ought to take due 
notice of it and see why they don't. Try to figure out why 
they don't. 

Now, briefly, I will agree with Mr. Fredericts that 
this case can be reduced _ simple terms. 1t Lakes some 
doing, because there are an awful lot of. complicated transac- 
tions to get involved with here. ‘Most of them are the trans- 


actions that were engaged in by Mr. Fugazy and Mr. Markx; be- 


. t 


forward one. 
One thing about any transaction that thev are involv; 
int: I think you will see later that it isn't A selling to B 


and Is paying some money to A and B getting some properties. 


By the time you get through, there are all kinds of contracts 


and subcontracts, and one can-dream up all kinds of names, and 


one has one. corporation and one has the other, and one siqns 


for one corporation and the other signs for another corporation. 


17 


18 


19 


counterclaim was not 
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ana it really takes some doing 


4 ‘ 
ee 
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to get to the bottom oc it, 


and after you get down to the bottom of it, you will find Bill 


Fugazy and Otto Marx, 
times, and some of 


Now, the plaintiffs a 


defendants are claiming a fraud as well. 


a little further than that, bec 
breach of contract committed he 


cite the terms of agreements wi 


those will be coming out. 


re by the plaintiffs. 


and they have done this a number of 


re claiming a fraud here. The 
The @efendants go 


ause they say there is a 


They 


th Diners’. But even worse thap 


that, at the very time that these activities that they com- | 
plained about were going on, both Mr. Marx and Mr. Pugazy, Mr.| 
William Fugazy and Mr. Louis Fugazy were officers and/or | 
* . Go * * * | 
directors of Diners! Club or the Diners' subsidiaries, who, | 
: | 

under all the principles of corporate law owed a duty of | 


responsibility and loyalty to their own corporations, and as 


we go along, you will 
claim deals 


trust that that loyalty, dealt 


in conflict of interest positions, 
derogation of their loyalty to their 


Just for the last time, I will mention that this 


ouyht to know and remember that 


after Mr. Marx's 


see that a good part ef our counter- 


in the manner and ways in which 


asserted for the first time in 1973. 


suit and then again in 1973, 


! 
: 
they violated that 
jn their own self interest, 
siphoned off money,r in 

own company. 


| 


You 


after Mr. 


| 
\ 
it was asserted very bricfly | 
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20 Fugazy's suit, and if Mr. Fredericks wants to raise the issue, 

‘ ; ") 
3 you might ask yourselves why Mr. Fugazy waited some two and 
4 a half years to bring his lawsuit. 
R) There isn't a speck of difference in what they are 
6 ‘claiming in this case. I think you heard from Mr. Fredericks 
7 that they have been using their names interchangeably. one is 
8 claiming this, and the other is claiming that. You miaqht ask 
9 || yourselves why there was this two-and-a-half-year wait. We 
10 will go into that ourselves, and maybe Mr. Fugazy will deal 

) 
ll with it when he gets on the stand, because he. waited two and 
: ae, 
12 | a half years to bring the suit that now finds him here, with | 
3 | Mr. tas alleging the game thing. | 
14 You must understand that contrary to what counsel | 
15 || has suggested, that this counterélaim was asserted as an | 
| | 

16 afterthought, the defendants are here very seriously not just 
7 to deny this claim that the plaintiffs are bringing but to 


toad 
oO 


seek justice and recovery for the acts that have been perpe~ 


| 
| 


if 
19 | trated upon them by these plaintiffs over a period of three | 
| or four years and the effects of which have still been going 


20 

Zi on. ‘ 

2 i- Now, this case started in 1970, when Mr. Marx brough 
23 the first complaint. There have Been five years of litigation 


| 


on this, ad I can tell you, although I eid not participate in 


25 this case for the first years, that it involved five years QE 


23 
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testified some eleven times. Mr. Marx testified on about 


gix occasions. The various officers of Diners' Club, of 


pre-trial depositions. ' 
In case you don't know what a pre-trial deposition 5 

is, it is testimony chen: which is sworn testimony, under 

oath, sometimes or usually. taken in a lawyer's office -- not 

here in the courtroom -- but it is Jenk as much under oath 

as the testimony that will be given here in this courtroom. 
There were wany depositions. I think Mr. Fugazy 


Continental Corporation that the plaintiffs asked for, they 


| 

| 
all testified. Everybody they asked for was produced t9 them. 
They had five years to dig out all the evidence. The documents 


are enormous in number, the ones that have been produced on 
toth sides, and I am sure Mr. Fredericks ang I are going to 
be glad when this is over, just to get rid of the papers. 

Now, after five years of taking depositions and 
taking documents and reading themamd investigating them and 
everything else, I think that you ought to put a very strong 
burden on Mr. Fredericks and on my with respect to any of the 


things we are saying here. -If “it took five years to get to 


this moment, with all of the paper that we generated and all 


| 
‘of the depositions that we took and all of that investigation, | 


I think we ought to come in here with some proof. 


Now, the defendants plan to do that, and I think 


4 by anything. You scrutinize that kind of testimony pretty 
5 carefully after all the evidence that has gone into this case, 
6 so that when statement after statement is made without any 
2 | supporting proof of any kind, you might ask yourselves, "Now, 
8 why is that?" Certainly, it is not the lack of time to find 
9 the corroboration for se. Maybe it doesn't exist. 
10 ; Now, the plaintiffs' claims are really broken down 
| 4 
into one main area of fraud. They,say it.is a two-fold thing;; 


11 


: 
| 


14 


they were fraudulently induced to give up the1. company in 
1967, and then their cash rights later on, and then they say 
that there was a failure to use the best efforts to register 


the stock in 1969, failure to file and make effective the 


MP 44 
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2 you ought to listen to any witnesses who come in here, after 
3 all this time and keep saying things that are not supported 


| 
| 
| 
16 registration statement. : 


rh 
+ 
7 

ip 
A 


Now, the essence o 


re 
a een nee sett meena — 


claim, and, the only thing 


that they really have to present to you jurors on this, is 


that they had this company in 1967. Now, I want you to focus 


on this company. It is called Fugazy Travel, although you 


| 
21 may find it called some other things as we go along, because 
they have so many corporations and so many subsidiaries that 
you are going to find Fugazy this and Pugazy.that, and some- 
times it may’ not be easy.to find out what we are doing, but 


25 usually the company we are talking about has “Fugazy Travel" 


| 
| 
| 
| 
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in 4c." 


Now, Fugazy Travel is a company. Mr. Fredericks 
gave a bit of touching history on jt, that it goes «ll the 
way back to the 1880's. That company was open for a long 
time before the seen owners, rineeee William Fugazy and 
Louis ie en Lf over. 


It seems about that time, in the mid-'50's that 


things started .to happen, and that company has been sold three 


or four times Since then. Mr. Fugazy is right in the middle 
of it, every time. It is an interesting thing to point out. | 

When we are talking about the sale in 1967; 2 | 
think we ought to look at what those companies were doing ir 
1967. There was a Very, wesee long part of Mr. Fredericks' 
speech to the jury that talked about how these people, Mr. 
Marx and Mr. en did not want to sell their company, to 
piace Club, but we have to question that. We are going to 
disprove that, and I am pointing it out to you because I want 
you to remember it very carefully. 

Ke I recall; ‘the seas teed that they said, "We 
are doing fine. We like it. We don't want to leave the 
travel business. We welt like to Stay rere ae do just what 
we have been doing for _ last three or four years." 


Well, Mr. Fugazv and Mr. Marks will have to come 


up and tell you what‘ they were doing from 1963 to 1967. That 
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company ee ae on the edge,on the brink of ‘hankruptcy |. 
in’ 1967. Mr. Marx couldn't get out ask encoun’. In fact, 

he was looking around for somebody to try to sell it to -- 


I will say unload it, to try to unload it on some. unsuspecting 


buyer. 


Now, Mr. Fredericks didn't really mention what they 
got in 1967, the thing that they wanted to do. 

Understand this: they didn't want to sell to Diners' 
Club. | They wanted to hang on to this company. 


- - Now, what they got for getting rid of their company 


rounded up to, I will say conservatively, about three and a 
half millicn dollars of cash. That's what they got out of the 


Diners' Club, took it right, out of their pockets. $309,000 


cash. They got roughly 95,000 to 100,000 shares of Diners' 


Club stock, which was valued at various times: 36 when ,the 
first batch was received and $50 a share at the time the’ 
second batch was received. 


So any way you look at it, these people get about 


—vewnmeme mane 


five to eight million dollars in value for that company. Okay 
The company might have been worth a lot more than that. I 


want to see them prove it. I would like to hear them talk 


ence 


about it. They are not going to talk about it. They are 
not going to talk about the value of that company at all. 


fhey’ ve got some theory that shows they got the stock and the 


47 
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— 


stock dropped, and that's 


what they are basing their claim 


® ’ - 


for damages on. 


Just remember: in 1967 they were sitting on a com- 


pany that we now know -- Diners' didn’t know it then -- was 


teetering on the brink of bankruptcy, with one foot on a 


7 banana peel. Now, they got, conservatively five to eight 
million dollars for that. ..50 if they would have preferred to | 


keep that company, that must have been some company. There 


ought to be a lot of evidence to snow now much that company 


whole thing. 


x ! was worth and why they were reluctant to part with if. in Teo 
12 turn for a measly little five *o eight million @ollare. 1 
13 will be waiting to hear that. | 
Now, in trying to understand why Diners’ bought | 
that company or understand why the company that turned out 
| to be what what was purchased ” Diners' for that much | | 
money, there is hu thing we have to understan@ about this | 
| 
| 


It is safe to say, with ail the evicence that 


comes into this case, that Mr. Fugazy is a super-salesman. 


Everybody says SO, including Mr. Marx. He is a suver-salesman|. 


lie can sell ice to the Eskimos. And he and Mr. Marx were 


‘together for about twelve years in business, starting about 


1963. 


here were negotiationsaoing on between Mr. 


mb1l : OCOS 46 
a-979 


They have been quite a team since then. I might ° 


call them the odd couple, lecause they have been sclling 


together ever since 1963. 


Now, Mr. Marx,. who again was portrayed -- we 


didn't go into much detail, Mr. Fredericks didn't, about 


what Mr. ‘Marx was. He was just called a little individual 


who*is seeking redress, but what Mr.Marx is, is a man who 


is in the business of buying and selling companies. He is 


an investment banker, and he deals with buying and selling 
companies. Thatis how he lives. Infact, to such a point 
‘thathe is an expert consultant to some people on Wall 
Street in the buying and selling of companies. 


Now, Mr. Fugazy isn't quite in 


that business. He 


is not buying and selling. Mr. Fugazy is generally selling 


and when he is selling especially he “s selling Fugazy 


Travel, time and time again. 


The interesting part of this is that is how they 


‘net. Mr. Fredericks mentioned in reference to the histor 


of Fugazy Travel along going back to the 1880s and Mr. Marx 


hondht. it in 1963. fell, there are a lot of interesting 


things about thatpurchase in 1963 which was four years before 


they sold it to us. 


Well, Mr. Fugazy got Mr.Marx first at that time. 
¢ . 


we 


Fugazy and the 


ema a ene 


‘NMAC 
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and the company that Mr. Fredericks calls Tower. of which 

Mr. Fugazy was director. Mr. Marx spoke to MR.Fugazy, 

saw financial statements, and he pays some moncy for it. 


paid some money for that company. 


Now, later on , he found out that when he got 


- 


his own accountants in, the J. K. Lasser people, thatr. 
Fredericks was talking aoe -- 

MR. FREDERICKS: Your Honor, may we approach 
the bench before the next -- counsel continues on? 


I believe I'd like to make my objectionbefore he makes his 


statement to the jury since I anticipate where he is going. 


THE COURT: He didn't interrupt you, but I will 
hear you. 


(At the side bar.) 


MR. FREDERICKS: I am sorry to interrupt counsel), 


vour Honor, but I believe counsel was about to advise the 
-jury about a lawsuit thatinvolves Mr. Marx and Ernst 6 
Ernst in cemeckiee with some financial statements. 

| MR. SANTORA: Mr. Fugazy too. 


MR. FREDERICKS: And Tower Acceptance which 1 


don't think is relevant and I certainly think is prejudicial 


and I think it would be appropriate to make my objection 
before the jury hears it, and that is the purpose of 


my interruption. 
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MR. SANTORA: a ee didn't bring up the 
Tower eles &6 Mr. Marx. It ‘ee used by Mr. Fredericks 
in has opeining address. I think I'd like to let them 
hear all about that sale. I think that when Mr. Fugazy and Mr 
Marx testify it's certainly relevant under various rules 
of prior conduct, specific instance of former conduct 


which is identical to what we say they are doing now. 


| 
| 
| 
| 


MR. FPREDERICKS: Your Honor, I con't see -- 
MR. SANTORA: I don't see how it can --- : 
THR COURT: Youwent back to 1963, Mr. Fredc2ricks 
ececording to my notes. 
MR. FREDERICKS: That's right, your Honor. I 


vent back -- 


THE COURT: And under the a es if these 
gentlemen were engaged in business activities of a similar 
nature in the years prior to this, I should think that 
under one theory or another, the final theory would be that 
itwoald go to their eredibility,.1 am going to permit it. 

| (In open court. ) 


MR, SANTORA: Can you please -- 


THE COURT: Mr. Reporter, if vou. would go back a 


sentence or two, counsel for the defendants will appreciate 
it, so that he can. then pick up. his-opening statement. 


(The record. was read.) 


| 


——e 


land - 


it. But do you think he went back to Mr. 


think he went to speak to him? Do you 
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MR. SANTORA: You remember I mentioned Mr. 


had just boguth a company. It's called Fugazy 


bought it from a company called Tower which Mr. 


a director of. 

When Mr. 
he didn't ie it too much. Hefound out. 
$400,000 overvalued at least from what. le could 


as you might understand, he got a little 


vinds up suing other people, everybody but Mr. 
matter of fact, Mr.FPugazy is joining with him 
one of which is still pending and still alive 


stand in this courtroom. 


As a matter of fact, the people being 
Tovere company themselves. The second group 
sued in a separate lawsuit, 


terminated, but the real ieeuin., the me that 


Li was 


hathad led him to lay out money for this company? 


ocoesa 
Marx 


e 


Travel. He 


Fugazy was 


Also the president of the company being sold. 


Marx found out what he had really bought, 


about 
figure out, 


bit mad about 


Fugazy? Do you 


think he went to sve him 


for what happened in that sale? Do you think he went to the 
istrict Attorney to talk about the phony financial statements 


ne had received and the phony information and representations 


E 
| 


No. He 


Fugazy. Asa 
in those suits, 


2 even as Wwe 


sued are the 


ip of people being 


I believe that lawsuit has been 


is going on 


right now is a suit against an accounting firm, a reputable 


accounting firm for in effect certifying as Mr. 


Marx calls 


! 
| 
| 


i 
{ 
{ 
' 
i 
{ 
| 
{ 
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it falsely, certifying the information that these accountants 
got from Mr. Fugazy. : 

Since it's Fugazy Travel that is bringing that suit 
and since both of these people recognize that they are the 
ones behind Fugazy Travel, aed ie thatlawsuit, and both of 
them aeaud to recover from it, they are going to explain at 
some point during this trial why Mr. Fugazy can give false 
information to Mr. Marx, Mr. Marx can turn around and 
sue the people who were also duped by ite Fuqazy to 
accept thatinformation, and then ask Mr. Fugazy to join 
along for the ride and do the suit. 

There is a striking similarity in that situation 
to what later went on with Diners’ Club.-AGain, beside 
these lawsuits where Mr. Marx sued everybody else, they be: 
came partners in 1963 and right through 1963, 1974, 1965, 
and 1967. They ene to be partners in Fugazy Travel. 
Contrary to what they are saying, they were operating a trave 
husiness ot eae and happy in the travel business, I think 
the evidence is going to show they were never operating that 
company. In fact, they don't really operate companies at 
all. What they do is they take companies nud package them, 


tie them up in a ribbon, and try to sell them, buy them and 


then sell them, and if you can, dress-it po in any way you 


can, and get any price you can for st as far as, they are 


1 


ccsmsnsasimiigntanees 
ase 


ees 
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concerned that is the rules of the game. That is okay, 


you will see how they tried to sell it. Mx. Fredericks 

in his opening statement really stressed very much how 
Diners' really had to work overtime to get these people to 
sell that company to them. That may be relevant here be- 
made 3 chant in the plaintiffs' case they used the words 
“induced, fraudulently induced." You should remember that 
word because that means just what Mr.Fredericks said it 
means. I tmeans thet these people had a thin that was so 
valuable and so good, and it was running right along there 


in te travel business, they weren't going to part with Ley 


‘ 
| 
| 


<:inirerenniaccionnsis 


et ee enemies ences omen 


they were justhappy to stay in that travel business. They had 
: i 


to be induced, cajolec, persuaded, misrepresented to, 
defrauded, before they would part with that company. 

I think it's good to focus on that aspect of their 
claim for when the vidence comes in as to what that company 
was worth in 1967, and sihiats mieten! Club was doing in 1967. 


which was a . healthy company, a company that was recommerded 


by many investment people, and investment managers, and money 


| 


| 
| 
| 


managers. It was a.company that was really a growing company 


with great expectations for new capital and people to invest 
their money in it because it was doing so well. That is 
1967, and that is the last year before these people came 


into 2. 


1 
i) 


| 
| 
| 


! 
| 
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oo 
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What happened to them after that you will see ina ; 
moment. The first thing thathappened after the 1967 sale 
wee that Mr. Fugazy became the president of the new sub- 
sidiary called Diners'/Fugazy Travel, which was supposed to | 
be handling the same business as the Fugazy Travel. Mr. 
William Fugazy was the head man ouet there. 

There is plenty of things being thrown around as to 
what that subsidieary was doing, but that washim, because he 
was the head of it; his brother was an officer of it.. Louis 
Fugazy, and Mr. Otto Marx was a director in it.. There 
wasn't anybody ace but them. 

Now we come to the Diners' Club itself, the parent 
of Diners'/Fugazy Travel. Mr. Fugazy was the president 
of that. He was also on the board of directors of it. Very 


nice position tobein when you have done some things that 


you don't want some ohter people to find out because you 


arethe top man in that company, and all of these people he 
keeps talking about, Mr. Hays, Mr, Fluo, Mr. Asche, every 


one of them was a subordinate of Mr. Fugazy. They were 


qood, decent and honest employees. They are now all former 


‘employees, all but one. and yet they xe going to be in this 


coutroom and they are aoing to’testify as to hat was going 


on and what was being done by their boss. 


One of the most striking things here, unreal to me 


NN 
a esse 


ence soem = eoeemnnace gee ete ee ers 


NONOTS 
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as an attorney, is to see someone coming into this court 


3 and claiming and trying to sue for the things that he did 


4 himself, or claiming taht his subordinates were doing things 


that he couldn't control. And that is exactly, of course, 


what the plaintiffs' claim ifs 


When we come to that last claim of theirs about 


filing the registration statement, I think there is going 


to be an apology given to this Court for making that claim 


and for actually wasting our time with it. I am not even 


going to deal with it now except to say that that is going 


to be out of this case very quickly because there is nothing 


to support it, and they have already admitted that it is 
not a proper claim. I don't oven know what it's doing 
in here. 

on the couterclaim, I wouldn't even dream of going 
into the specifics on this because this is a part of the 
| case thatis going to come up a little bit ns but I da 
want to acquaint you win just some basic highlights of 
what we are going to show, and theme thing is we are going 
to show.a sample of how they doctor up a company, in other 
words, how they put this ribbon it, and exactly how they did 
it in 1967. This is information that didn't come to them, 
ta Diners’ Club in 1967. For one reason, Mr. Fugazy was 


Diners' Club, as the president, so it didn't come to us. It 


* * * * * 
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| 
, Another example is that when they got into | 
2 5 
; negotiations with Diners' Club I must say they kept an awful | 
, lot of things hidden. One of the things they kept hidden, : 
ie and this is part of their counterclaim was Mr. Marx and Mr. | 
m Fugazy never once told us, never once told Diners' Club that | 
F | the company they were buying had been sold in 1963, and 
q 
8 that there was a claim of fraud coming out of it, and there was 
9 a lawsuit going on, and that in part Mr.Fugazy, the man who | 
‘6 was going to come inad be in control in Diners' Club, was | 
- | when you get right down to it, the malefactor, and the foun- 


tainhead of the whole fraud. These were the people who | 
were comina to us, that was never told to Diners’ Club. 


There were liabilities that were kept out. Some of this | 


‘ravel that were never brought to our attention, never put 


- ‘| gets into numbers, anc techniques and we will have some 
" | people with a lot more accounting background than I do, 

xe | 
- | who will come in as witnesses to talk about it. | 
a But, for example, we can put our fingers on at least | 
‘ | $200,000 of claims that they admit were owed by FPucazy | 
3 


into their net worth of their company so that Diners' Gould 


sce what it was they were buying. 
We never even found out about it until long after this 


| lawsuit went. I can tell you personally that as far as the 
i 


finding out about this lawsuit going ci against the accountant, 


ay res 
xen PE 
mb1l1 


I never knew about it until 1973 when it came out during 
the @position of either Mr. Marx or Mr. Fugazy. 
The Club, Diners' Club and its attorneys never even 


knew that until six years after the sale. 


Oneof the reasons they never knew about it is anothex ' 


e 


interesting technique that with all these suits that went on 


Mr. Marx would deliver pleadings to Mr. Fugazy, this is 
true, or to whoever he was suing, and he wouldn't file 


them in the courthouse so they never became a public record. 


They would achieve what they were supposed to achieve, 


namely, getting the person who received it to cough up some 


money to Mr. Marx, but at the same time, they would never be 


filed and they would never be a public record, thereby allow: 


ing them to go on and continue selling. - 

“The worst thing of all, when we get cown to it, in 
respect of the fraud that was pulled on Diners' in 1967, 
was the frahenise system itself. This franchise system that 
they talk about, turned out in the long run to be nothing 
but a thing that is known as a Ponzi scheme. You may have 
heard of that term.If- you. haven't, I will teli you that a 
Ponzi scheme is a scheme whereby you do something that 
generates an awful lot of sash in the beginning, keeping all 
the obligations deferred to some timelater on, and you are 
able to show something as an werccnncennity profitable thing 


* * * * * 


SOUTHERN DIST ICT COURT REPORTERS, U.S. COURTHOUSE 


: ‘ p ‘ LeCL 
re ed 


A-989 at Abe 
mb17 W. Fugazy - direct . CHOHAwA 
WtL by £ AM DEN I e 3 FUCA Z@ Y¥, called as 


a witness in behalf of the plaintiffs, being’ first 
duly sworn, testified as follows: 
DIRECT EXAMINATION 


BY MR. FREDERICKS: 


: (@ Mr. Fugazy, the acoustics in these courthouses 
are not the best, so would you please keep your voice up. 
Ifyou dont' hear me , indicate so and I will try to keep 
the questions up and make sure that the last juror 


over ¢dan 


hear your testimony. 


your full name is William Denis Fugazy, sir? 


Side 


A Yes, sir. 
8) Where do you reside, six? 
A Sunny Ridge Road, Harrison, New york. 
Q Would you give us your educational background, 
a = a S 
please, Mr. Fugazy? 
A I attended St. Joseph's Academy in Mew Yoxk, 


Xavier High School, I went to Fordham University , and then 

I was taken into the Navy program and sent to Cornell 

where IT graduated and finally to Columbia Midshipmen's Schoot 
where I-was commissioned during the war. 


a Q Did you serve your country during Word War 


mh18 W. Fupazy - direct a-990 . Dit 
Q Were you discharged from the service? 


Yes. 


When was that, sir? 
I was discharged in 1946. 


Q ° By whom are you presently employed, sir? 


ra 


i re ne RE ene RN Se eR eee 


A. I am employed by Diners'/Fugazy Travel and 


Incentive Co. e | 


Q Does that company hve any relationship to | 
Diners' Club, the defendant in this action? 


sir. 


A. 


a Who owns Diners'/Fugazy Travel and Incentive 


company, sir? 


A It's half owned by J. Walter Thompson Advertisin: ; 


AGency and General Leisure. 


Q General Leisure Corporation? ’ { 


= Yes, sir. 


Q How long have you been president of that cempany! 

| 

Mp, Wurazy? ; ' | 
{ 


A Of the present company, sir? 


Q Yes, 
Aa Since it was formed er LGT0. 
Q Have you been at any time an officer of Diners'/ 

Fugazy Travel, Inc. | 


A ~7e8,. SiF. 


| 


: 


| 
| 
| 
| 
| 


| 
| 
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Q Be what capacity were you with that eedieaiy. 
sir, Diners'/Fugazy Travel, Inc.? : 

A I was president from its inception until 2 re- 
signed in 1970. 

Q% When was the inception of the company known as 
biners' /Fugazy Travel, Ine.? 

A Shortly arver or immediately or concurrent with the 


time they bought our comoany, Fugazy Travel. Burcau. They 


es eee ce Seesaw pm naw Se UR ES ee | 


changed the name and merged it into a new corporation, electe: 
me president. 

Q Mr. Fugazy, would you please tell the ladies 
and gentlemen of the jury who they were? 

A. IT am sorry, Diners’ Clud: in 1967 bought our i 
Fugazy Travel Bureau, changed the name to Diners'/Fugazy, 
and elected me president and irector. : 

“RQ In other words, Diners'/Fugazy Travel was a whol] 
cuned subsidiary of the Diners' Club, Inc, the defendant 
an. thts action: is that correct? 

A That's correct, sir. 

Q Do you know when that acquisition took place? 

A. I believe it was completed on October 30, 1967. 

al Prior to he time that Furazy Travel was acquired | 
by Diners' Club, by whom were you employec, sir? 

' 


A. By Furpacy Travel Bureau. 


satestihebieibarteannininciinnanesinimimntnensecannin 
a ores 
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21 


22 


>) 


A-992 


mb21 , W. Furazy » direct i) ee f 
| ay In wae cneaeits, sir? ; 
| A. President. 
“a Were you also 4 oeeber of the board of directors 
| : 
of that company? 
| A, Yes, sir. 
| j Q, How long haveyou been oresident of the comnany? 
: A Since my father's death in 1957. 
Q, Have youever been an officer of the Diners' 
Club, Ine., the defendant in this action? 
| A©6—fYes, sir. 
o. Werel you ever a director of that company? 
| 
| A. Yes, sir: 
Q Would you tell us please when you were president 


of Diners' Club as best you can recall? 


and director. 


Fugazy. you said 1959 


PB 
=z 
es 
ae] 


etree 


nh I am sorry. excuse me, 1969. 


arain. 


—— 


staved on through 1970 or into '7l as a director. 


. De you mean '69? 


of Diners' Club in February of 196-- in April of 1968. 


| nde a -- I was made president and director. 


I stayec 


A. I was elected in April of 1968 as president 


THE WITNESS: I am sorry. I was elected president 


rT 


“~ 


I resipned in February of '59 as president and 


THE COURT: Perhaps you could fo throurh those cates 


WAS 


cr en 


} 

| 

: | 
but stayed on as president of Diners'/Fugazy, the subsidiary. | 
| 

\ 

| 


come <nvolved with Furazy Travel Bureau, Mr. Fupazy? : ma 
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president of Diners' Club, the parent company, until ‘ 


February of 1969, when I resigned as president of Diners' 


I stayedon the board of the parent company 
throurph 1970, and I believe into the early part of wT ae 
i: Can you tell me, ty when Furazy Travel 
Bureau was first formed? 

A My grandfather established the business in 1870. 


Q .Can you tell me and give me the history of 


your involvement with that company? When didvou first be- 


| “ 
( a 
A When T came out of the servicein 1946. 
| 
Q At that time who owned the comnany? 
Az. I believe at that time 1u was owned solely 


by my father, entirely by my father. 


eer eee | eens een nae M 


Q Did you become an officer of the company at 


fs 
M 


4 
{ 
that tine 
} 
a, Not until maybe I worked a few years, two or three! 
years, [ became a vice president, yes. 
| 
Q You worked in various capacities nm the comnany é 
until in 1950 you became a vice president? 


A About that time, yes. sir. I believe it was 1950. 


Q And you remained vice president for how ions? 


A. Until 1957 when my father passed on. 


| 
| 
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4, Do you have a brother, sir? 
A. Yes. . 
Q His name? 
A. Louis V. Fugazy. 


Q Is he a plaintiff in this action? 

A Yes, Sirs 

Q@ Did he have any ee aronee on the Furazy 
Travel business, sir? 

A. Yes, sir. 

Qa What was his invayement? 

A: He was in the ‘comoany before me, because ne is 
older than me, and was also a vice vresdient, and odecame 
chairman of the board when my father died, and then _ vice 


chairman of the board during, Mr. «Marx's days with the 


company, and I believe he was vice chairman of the board unde 


the Dinerst ownership. I am not that aie, 

Q Would you tell me, please, the nature of the 
business Sais in by Fugazy Travel Bureau? 

fh. Well, the family business oririnally started 
oifas a private bank, and the travel business was part ae 
the bank, and when my mrardfather died in 1927, the bank was 
sold and we kept the travel business which we operated as a 


family business throughout the years. 


Q What type of travel business didyou operate, Mr. 


Pupsaay? 


‘ecncnnentiee: 
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2 : A - Well, it was -- in the old day's mostly all 


| 
| 
t 
| 3 the travel agencies were ethnic agencies. I mean you dealt | 
4 with the neighborhood, the Italians or the Irish or what | 

| 

| 

q 

\ 

| 

| 

| 


5 have you, wherever the neighborhood was, and we were in 

6 a predominantly Italian neighborhood, and then we 

7 wend in and expanded and went into general travel business, 

8 and I'd say from about 1952 to '53 on, we became the second 

9 -~ the third or fourth largest travel arency. | 
10 ; THE COURT: Did you book trips for peonle? : 
UV THE WITNESS: Yes, sir, we earn our commission fron | 
12 the airlines, the hotels, ohe steamship companies, and we 


do pleasure trinvs and commercial trips for large corpora- 
13 : p 


Q, Mr. Fugazy, did you do retail travel work? 
A Yes, Si. 
Q Would you explain to the ladies and gentlemen . 
of the jury and his Honor what:retail travel business is 

Pes a 

| ail abowt? 

| . A Retail travel is when necnle tike memoers of tie 
Jury ere > in the street want GO mo On 2. trip, they oo : 
invo a travel apent and the travel arent helps them plan 


re ary 


14 tions and peneral vacation, package travel, what have you. 
| 
| their accommodations and makes their airline reservations 


their hotels, and what have you,.and. charges them the sane 


price because they receive commissions from the various | ,” 


| 
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comnanies they represent. That's the retail business 

where you are dealing with the public per se, or the -- 
Q, Were you involved in the commercial travel 

business? 

A’ | 6Yes, 

qQ fould you explain to his HOnor and the ladies 


and gentlemen of the jury what the commercial travel 


business was all about? 


jms 


A We would go to large corporations like RCA or Gru 


man end offer to take over their service department to 
handle their executives who were traveling to save them the 


cost of making the reservations themselves. This became 


our business, which it is to tnis very day. You deal 
primarily with corporations rather than the individuals 
or the public thatyou deal with in the retail business. 
| Q Mr. Fugazy, do you know the plaintitr in vate 

action, Mr. Otto Marx? 

bh. Yes, Sir: 

0 When didyou first meethim, sir? 

&  - belteve around 1962, approximately 1962. 
Mr. Marx was brought to me by some of the officers 
of Tower Acceptance, who Aveed ie at that time, and said 


Mr. Marx was interested in acquiring our company. 


14 


18 


16 


7 


19 


20 
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Did there come a time when Mr. Marx did in fact v4 


Q 


purchase an interest in Fugazy Travel? 


A Yes, sir. 

Q And when was that? 

A I believe it was in March of '62, or approximately 
that fine. | ’ ; 

Q And he acquired that interest from whom, sir? 

A He acquired it from Tower Acceptance Company, who 


owned it at that time. 


Now, prior to Mr. Marx's 


Q 


did you have any conversations with him concerning your 


continuing operation with the company? 


A Yes, Sir. 

Q Would you tell the ladies and gentleman of the jury 
that conversation? . ‘ 

A Mr. thease eaten that he was very interested in corbin, 
inte the travel business and that our company had been menm 
(ieted, and oe understood that Tower was havirns proolems With 
irs loan offices that it owned and wanted to sell tre connary. 


vnc tes waded af he bought: it; would = qo along And Stayv WLen 


hin and manage it together with my brother, and he would wort 


eut an official arrangement if we would do so. 


re) Did he telk to you about possibly vour getting a 


“beck interest in the company? 


e 


acruisition of Fugazvy Trav- 


| 


MP 2 


A 


five for the company at that time, and he said, "After ‘we aet 


back our investment, I will split. I will give you and your 
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Yes, sir.’ He’ said that, I think, he paid a million 


lrother fifty per cent for: your own beneficial ownership.". 


A 


Q 


When you say “each fifty per cent" -- 

Excuse me. " . . »« give you each twenty-five per 
a total of fifty per cent." 

Now, did Mr. Marx acquire Fugazy Travel? 


Yes; Sir. 


And did vou continue to be associated with Fuga7y 


Yes, Sir. 
And in what capacity? 
President. 


Were vou also a member of the board of directors 


of that comnany? 


Yes, Sur. 


And did your brother, Louis Fugazy, remain with 


(weeey Travel? 


ie 


A 


Q 


acwadpany ? 


Yes. 
And what was his capacity? 
Vice Chairman of the board. 


And what position did Mr. Marx have with the 


a 


| 
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2 | A en shots nf the board. | 
3 Q Now, tell me: did there come a time when you had | 
4 any negotiations with Diners’ Club concerning thote aequbatet-b 
5 of Fugazy Travel? Do you recall anv conversation -- | 
6 | A The original -- | 
7 Q ‘caer recall any conversation‘ -- | : 
8 MR. SANTORA: Objection, vour Honor. Tt is Oe 
9 T object to that. | 
10 THE COURT: Yes; it is leading, and I think we nave | 
pa reached a point where vou should frame your auestions more ! 
12 : properly. | 
| 
13 WR. PREDERICKS: I am sorry. I theught my raeeeteds (| 


14 | called for a yes-or-no answer. 
: 
15 THE COURT: That's exactlv it. You put vour finger | 
i 
16 on the problem. : 
7 \ OQ -- Mr, Fugazy, will vou tell me the first time yon hos 
| 18 j}) any conversations with anyone from Diners’ Cluh? | | 
‘* l 
| 19 YHE COURT: Let's go back one step. | 
| i H 
20 | (To the witness:) Did there come a time when is or 
21 ~our lvether had some conversations with Diners' Cluh? | 
| 2 , 
22 THE WITNDSS: Yes, Sir. | 
- 23 | THE COURT: When? | 


G Now, the first conversation you had with him in 1950 


: 
24 THE WITNESS: I believe it was in 1950, 


A=-1000 
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ana that was the time when your father was still alive and 


° 


running the company; is that correct? 


A Yes, sir. 
Q Now, what did these conversations relate to? 


A Diners' Club was just established, and they wanted 


to ‘uy us in order to get into the travel business, and we had 


no interest, md we talked for two or three times, and we just 


never consummated anv deal. 

Q Now, did there come a time when vou had additional 
conversations withanyone with ieee on the same subject? 

A Yes, sir. 

Q And when did those conversations take vlace and 


with whom? 


A” iz believe they were 1955: ané possiblv-1956, but 
I think '55. And the meetings -- the discussions -- excuse 
me -- vere with Mr. Bloomingdale. 


a In.1955, Mr. Fugazy? 
N i'm sorry <-- | 
MR. SANTORA: ne object to, this. 
THE COURT: I think the witness has just indicated 
that he was mistaken. 
MR. SANTORA: I think, it was after the aucstion. 
an not trying to be obstructive here, but the witness should 


he allowed to testify. 


I 


| 
| 
| 
| 
| 
| 
| 


i 
| 
| 


gee 


13 


14 
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MP 5 W. Fugazy - direct iar 


wasn't 1955. 

THE WITNESS: 1965, your Honor, I'm sorry. 

THE COURT: All right. In other werds, after Mr. 
Marx had purchased an interest in Fugazy Travel? 


‘ 


THE WITNESS: Yes, your. Honor? 


Q Now, with whom did you have those discussions? 
A The @iscussions were with Mr. Bloomingdale fron the 


Diners! Club side, Mr. Marx and mvself. 


Q And can you tell us in substance what those convers~ 


° 


ation: were and the outcome of those GAiscussions? 


A Well, Bloomincdale again approached us, and I can't 


remember through whom or how it hapvened, but he said nc 
wanted to buy the company. We had two, three or four meet- 


ings with him. The result of ‘those meetings were, from'our 


standpoint -- well, anyhow, nothing materialized. The merrinn 


broke ur. 


() Excuse me, but would vou tell the ladies and gent le- 


man of the jury who Mr. Ploomingdale was? 
A Mr. Alfred Bloomingdale was the founcer of the 
Diners’ Club, chairman of the board, president and chief 


executive officer from the beginning of the club until he 


ni 


left, in 1oTl -- exeuse me =~ 1990 or ‘7k. Fm not sure which 


Piwas. 


THE COURT: Well, the witness has indicated that it 


eee me ee 


ra 


: A-1002 
MP 6 W. Pugazy - direct 


Bi ae ee 3 


Q Now, did there come a time when you had further 


discussions with anyone representing Diners' Club concerning 


acquisition? 
A Yes. 


Q And will you please tell us 
ae place and with whom? | 

A At the end of June of 1967, 

b Mitchell Liftig, whom I knew, and 


ized by Mr. Bloomingdale to negotiate 


negotiate for the acquiring of Fugazy 


Q Can vou tell me, Mr. Fugazy, the exact date of that 
meeting? 

A I think it was around the end of June, but s¢ 7 
can look at my diaries, I probably ae -- if you want to ‘nov 


when those discussions 


I was anproached by a 


said that he was author- 


-- to anproach us and 


Travel Bureau. - 


exactly, I think it was June 23rd, but I am a little nervous 


and confused, and I don't want to give you the wrong dates. 


@) Mr. Fugazy, are there any Cocuments which you 


be shown to refresh your recollection? 


; 3 ee 
A Yes, sir. I believe you have my diaries there, art 


I believe there are entries to show when that hanvened. 


MR. FREDCRICKS: Your Honor, may I ask that these 


be marked Exhibits 1, 2 and 3 for identification? 


MR. SANTORA: I would like to nave copies, your 


Honor, because we haven't had -- 


| 
4 
\ 
| 
i) 
| 
| 


ani. | | 
1 | me 7 W. Fugazy - direct | eee ; 
2 TE COURT: Well, you can see them. : 
3 MR. FREDERICKS: Your Honor, we have darnienad -- | 
4 + HE COURT: Please. | 
5 MR. FREDERICKS: I am sorry, your Honor. 
| 
6 THE COURT: Those areall diaries? 
7 MR. FREDERICKS: Yes, your Honor. : 
8 || PIE COURT: Very well. | 
9 | MR. FREDERICKS: For the year 1967, your ‘“onor. 
i" | 
10 | , (Plaintiffs Exhibit 1 marked for fdentification.) | 
1l Q Mr. Fugazy, I show you what has been marked Plain- 
1% | tiffs' Extibit 1 for identificaton, and I ask you to examine | 
| 
13 | that and tell me what that ie, o'2. 2 
14 | A This is the diary I keen on my desk ir the office, 
{ 
15 | my own personal desk, which I try to make. notations on. | 
16 THE COURT: Your diary of appointments? 
| 
17 - THE WITNESS: Yes, your Honor. | ’ 
18 ) And that ie a book which you maintained? : 
19 n On most occasions, but my secretary sometimes Mancs 
, | | 
20 | notatiens, but-it is on my desk. 
21 | )) it is on your desk oe nS times’ end under vour 
ae | 
22 | direct control and supervision? | 
| 
23 } A Yes. | 
2A 0 I show you what has been marked Fxhibit 3 for | 
| : = 
95 | fdantitpoation, Will you tell me what that °S, Sir. | 
| 
| 


A-1004 | OG 
W. Fugazy - direct 


A This is the pocket diary which I carry mostlv when 


I travel, to make nGEAS of dates where I have to he in certain 


‘| 

| 

| 

places or ‘ : | 
Q And this is a book in which you make appointment | 
entries in, also; is that correct? | 
“A Yes, sir. | 

Q And will you tell me wink Exhibit 2 fer identific= * 
ation is? | 
A Well, thie is a combination of diary and shone calls 


and what-have-you, usually -- init my secretarv keeps, usually: 
| 


| 
en tee desk to check my appointments or check my phone calls | iS 
and things like. that. | 
THE COURT: ° What year 26 that? ! 
THE WITNESS: They are all the same year, your ee 
MR. FREDERICKS: That's also '67. 
THE COURT: 1967. 
NIE WITNESS: “Yes, your. Honor. 


- Pe you Girect that entries be made in Exhihit 2 for 


ho. eS. 

Q And the entries are made under your supervision an¢ 
control? 

A Yes, sir. 


MR. SANTORA: Your Honor, mav I look at those for a 


{ 
H 

i 

| 

| 

| 

Hdenktifticatwon? | 
| 

| 

i 

| 

{ 


A-1005 


MP 9 W. Fugazy - direct “ONS 


ys moment? ; 

3 THE COURT: They epee been offered vet, but if 

you want to look at them, I will €till permit it. 

| 

| 
| 
| 
| 


4 
cs) MR. SANTORA: I just want to see them. 
| 6 | THE COURT: You may. 

7 || ; Ma. SANTORA: Thank you, your Honor. 

8 THE WITNESS: Thank you. 

9 2 THE COURT: I think there is a question that was | 

20 | pending before the diaries were identified. You were not : 

il sure about the date on which Mr. Liftia spore «ith you. Fou | 
| 

12 


thought it was the end of June L967... Are you able to refres 


13 your recollection at this time from looking et anv of the 


three exhibits which have been marked for SAenti fication and 


tell us when you say you had this conversation with Mr 


 @ 


| 

| : 

| 

| 

16 LAftig? — . P 
@ | 

: | 


4 


oO 


3 
4 


_ 
m4 


THE WIT S* Yes, your Honor. Fay 1 look at * 


| 
| | 
Bf) bool? ’ 
19 | THE COURT: You may. | 
| 4 
20 ‘un WITNESS: June 2lst is, the -- dune 2lst was the , 
a | | time that Mr. Liftig had this conversation with me. 
22 | ee No.', would you tell us, please what you said to Nr. | 
* } 
aa , : i 
23 Liftig and what he said at that time? ‘ 
24 | A I was meeting with Mr. Liftig on another matter, an“ 
2 | ne gaid that Mr. Bloomingdale had telephone him <- “r. 
| 


omen an on enema sam enn ~ scene 


\ 
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A-1006 
1 MP 10 W. Fugazy - direct | ONOk 2 
2 Blcomingdale had telephoned him and asked if he would contact 
3 Mr. Marx and myself. about re-opening negotiations to Rea 
4 Fugazy Travel Bureau. I told Mr. Liftig that I Gid not think 
5 Mr. Marx would be interested, and I didn't think T was, Sut 
6 inany event, I would tell Mr. Marx. 
7 Q Did you have a subsequent meeting with Tir. Liftig 
8 after the meeting vou have just spoken about? 
9 A Yes. 
10 Q And when did that meeting taxe place, if vou can 
11 recall? 
12 THE COURT: First, if vou cals recall without lookii 
13 at the diary. 


THE WITNESS: I am- sorry. I will shut it. 
THE COURT: You can leave it. Do you have a recol 
lection of when the next meeting occurred? 
THE WITNESS: Your Honor, I looked at it, so T 
TIE COURT: Ali right. Tell us. 
ns June 23rd. 


o And that date you fix by referring to vour diarv 


wnich vau have in front of you; is that correct? 


Q And who was present at that meeting, if vou can 
reesll, Mr. Fugazy? 


i Mr. Marx, Mr. Liftig and mvself. 


nner eh PC A a a NR HN PVPS ORS PMNS RR ATI ME A 


Q And can you tcll us, please, as best you can recall, 
what you said to Mr. Liftig and what Mr. arx said to Mr. 


Liftig and what if anything Mr. Liftig said to you in that 


cee a ee ee + eS Ey ee SS 
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‘A-1007 
| 1 MP 11 W. Fugazy - direct OCO8e. 


meeting on the 23rd of June? 


6 | 2D Liftig started off by saying that the Diners' Club 


| e ed 
7 at that time, 1967, was a completely different company than 
1 : a : 
8 | the company we had been talking to in 1965. | 
| 
9 | MR. SANTORA: I have to object, your Honor. It's 
| q | 
10 || hearsay. I move it be excluded.- | 
| 
a ae THE COURT: I assume that they want to establish 
| ! 
9 {| , ‘ , | 
12 | an agency relationship, and then I suvpose they intend tc 
i Y i le i 
i 
: 
\ . . . . 
13 argue that the statements of the agent would be binding. 
| 
14 | Are you objecting that that agency relationshir 
! : 
15 | hasn't yet been established? | 
| ‘ 
16 | MR. SANTORA: Yes, your Honor. 
| : 
| : 
17 THE COURT: Sustained. At this ocoint, at leart | 
4 i 
18 | the jus: will disregard the statements just made by the wir- | 
a 
ei 
pes 2 
ic ake ‘ iy ee | 
“0 | Since the agency can't be proved from the mouth ce: 
HT 2 | 
Hy | 
21 | the purported agent, I suggest that you will have to lav your | 
<4 | 
% ‘ : “ _ . 
om | foundation Civcst; Mr. Fredericks, before vou can get this } 
23 | conversation in. 
j 1 
! 
24 | ) Mr. Fugazy, prior to vour meeting with Mr. Liftio cn 
20 | the 2ist of June, had vou known Mr. Liftig? 
| “ 
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A-1008 


MP 12 W. Fugazy - direct . De ae 
A Yes, sir. rs 
Q And had you had occasion to have any business trans- 


actions with him prior to that date? 


A Yes. We were involved in buying a company from him. 
We had bought a company from him. e's a business broker. 
Q And what company did you acauire? 


A A company called Buckingham Limousine, which he 


and ‘Mr. Bloomingdale owned. 


you met with Mr. Liftig in June of 1967, did you have occa- 


Diners’ “Club? 


A Yes, Si%. 
@) Ana with whom did you meet at that time? 
A VIell, I subsequently went out to the Weet Coast. to 


weet lr. Ii ftig and Mr. Bloomingdale, to start the negotia- 
TIS, id 7 et : 
9) Dia you << 
THE COURT: Let him finish his sauoe 


HMR. FREDERICKS: I am sorry. 


their broker, and he was associated with thar. 


Q Who .is that, sir? 
A Alfred Bloomingdale, of the Diners' Cubs 
Q He and Alfred Bloomingdale. Now, Nr. Fugazy, after 


sion to meet with Mr. Liftig in the company of anv members of 


A =~ all of the people from the Diners' Club... ie war 


ones 65 cemenre cerns 


pes A-1009 : WIVIQE 
MP 13 W. Fugazy ~ direct Lys 
Q And during the course of your meeting with Mr. 


Bloomingdale, at which Mr. Liftig was present, did Mr. Bloom- 


ingdale advise you of Mr. Liftig's role in this transaction? 


A Yes. 
Q And what did he tell vou at that meeting? 
> Liftig was representing Diners’ Club in the negoti- 


ations or attempts to acquire our company. 

Q Thank you. Now, taking vow back to the meeting of 
June 99rd with Mr. Liftig,and Mr. Marks, woulc vou tell vs, 
please what Mr. Liftig said to you and what. he gaia to Mr. 
Liftig and what Mr. Liftig said to Mr. Marx? 

A Mr..Liftig exolained to Mr. Marx and myself tnat 
the Diners’ Club of 1967 was a completely Alt ferent company 
from the Diners' Club from 1965. 

THE COURT: Now you have said 1965. Do you stand 
with that date, ms is it an earlier cate? I saen to vemen: 
you hal a problem. 

TE WITNRSS:) NO, Giyvs There were three cates. 
startinl with Diners’ Club back in ‘60. Vie met again an "et, 


ahd tivice was i667. 


PHE COURT? Tings 


THE WITNESS: I think I am right. 


Would you continue, Mr. Fugazy? 


What? 


ute 


8 


R 
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A-1010 . : 
MP 14 W. Fugazy - direct Tee 
: SE od 


one COURT: ‘Would you just proceed. 
THE WITNESS: i am sorry. | 
A (Continuing) Mr. Liftig said during the past year 
or two, ince” Cluh has chanced dramatically, because — 


Continental Insurance Company, with all of its millions, has 


e 


now come into the Diners' Club and has put millions of 


dollars in the company. They bought out the Schneider estate, 


and they are now about to take over the company completely, 


so they are a very substantial company. 


_Bli omingdale -- excuse me -~ Otto Marx, being an 
investment banker, was very -- was reluctant to accent that, 


and so I haven't heard of it -- 


Q What else was said at that meetinc, if you can 
recall? 
A Well, Liftig, being in the role of a broker, was 


iting to -- 
fHE COURT: .. No. I'm sorry. Don't tell us that. 
Mel] us what was said. 
THE WITNESS: i'm sorry. 
A phat aut Well, ILiftig said, "Bloomingdale and 
Wietor tera want to buy your company. They — it desverate } 
for Diners' Club. We want to make a deal quick." 


0) Would you identify for the ladies and gentleman of 


the jury Mr. Victor Nerd to whom Mr. Liftia referred? 


eo weed ae ee ew tenn mae see me 


wee wren ee ee eee 


ed 


eee 


Mr. Lioomingdale to negotiate. Mr. Marx wasn't in favor 


| A-1011 OVOO85 
MP 15 W. Fugazyv - direct . ; 
A Mr. Yictor Herd at that time was chairman of the +, 


board and chief executive officer of the Continental Insurance 
ern which owned twenty oer thirty per cent of Diners’ at 
that time, and today owns the whole company. 

Q Was he also a member of the board of Girectors of 
Diners' Club, if you know? 


A Yes, Sir. He was at that time? 


ee OE TL A LO OG 


Q Now, aS a result of the conversations with Mr. 


Liftig, did there come a time when you took some affirmative 


action? 
A You mean, sold the company, or == 
Q No; tio. What did. vou do next? What was the next 


meeting you had? 


oe mens ee men eres ees Semen: eee renee Saree ene cemmeate 


A Oh, Mr. Liftig asked Mr. Marx and myself if it was 


all right for me to go out to the West Coast to meet with 


nv going cut, but.2 said I thought it was good we should, ord 
f Naorecd 0: G6 Oue. 


6) Now, can you tell us, please, when you flew out to 


Los Angeles to meet Mr. Bloomingdale? 


PsN lt was the beginning of duly. If I can look at ny 
diary I can tell you exactly. 
THE WITNESS: Your Honor, I don't }:now whether I 


have imrpmission to look at it or not, and I don’t wart <= 


ee RI 


‘A-1012 


Ot Hie i ce 


' 
| 
| 

1 MP 16 WV. Fugazv - direct 
2 THE court: Well, let me explain to vou and the 1 | 
3 jury the situation. A witness is supposed to tombity: to the | 
4 best of his recollection until his recollection is exhausted. | 
= Once your recollection is exhausted, if vou are unable to | 
§ answer the auestion, if there is a document, a diary or | 
7 saree wuts from Pe eee then refresh your recol- | 
8 lection, sisi may look at that. decument, and then, if the 
9 document refreshes your recollection, you can tell us what 
10 | your refreshed recollection of the matter is. | 
P i 
ll | As I understand it, you have a general recollection | 
: { 
12 of meeting With Mr. Liftig and Mr. Bloominadale on the Vest 


13 Coast some time in July L967? i8& that correct? 


THE WITNESS: Yes, sir. 1 think 2 itew out en. the 


think that was it. 


> 


2 

| 

“ e | 
Lilth,..and: DT think, 2 got there the 12th. T'm not sure, but, 2 | 
| 

| 

a 

ile 


Q Mr. Fugazy, if you please, look at your ciliary ar.i. 
whether there is an entry there that will refresh your feng) = 


lection as to the exact date. 


ie 
=| 
‘ 
a, Yes. .. 2 flew out at. six o'clock on the 1ith, and 7 | 
spent the whole day of the 12th there. | 
0 Mr. Fugazy =< | 
THE COURT: dust so the record is clear, what 
evnibit did you look at to refresh your recollection? 


THE WITNESS: Excuse me, your Honor. TI looked at 


————_——— 


a 


A-1013 


Riese 17 VE W. Pugazy - direct a | (7 
‘Plaintiffs’ Exhibit te 
THE COURT: That's fine. 
Q Mr. Fugazy, did Mr. Bloomingdale -- 
MR. FREDERICKS: Strike that. 
.< Did you tell Mr. Liftig what flight you were going 


to take to. California? 
A T don't think so. 

MR. SANTORA: I do object to this, your Honor. 

THE COURT: Well, he has answered the question. 

THE WITNESS: Sorry. 

== COURT: I thought he said he didn't think so. 

THD ‘WITNESS: I didn't “now he was objecting. f 
wouldn't have answered. Your Honor, should .1 walt -- 

THE COURT: If you see counsel rising after. 2 
question is asked, do wait, and if he has something to say in 
Lhe Pee en objection, he will state his 6bjection, arc 
Hic Foi} rule. | 

THE WITNESS: Thank you. 

THE COURT: Iwill let that answer stand. The 
witness .has said he doesn't think SO. 

¢ Mr. Fugazy, who if anyon2 met you at the aLrport 
when you arrived at Los Angeles? 
A Mr. Bloomingda’s had someone meet me fron the 


Niners’ Club in a car. 1 can’t recall who it “vas, but they 


ce LS AS TS: SY OO +" 


| 


| ie) And who was that gentleman, sir? 
A Jules Asch. 
) And what was his- position with Diners' Club, if yuu 


| 


A-1014 | 

MP 18 Ww. Fugazy - direct O00" <3 | 
met me. . : | 
Q Someone from Diners' Club met you at the plane? | 

A Yes, sir. | 

Q Now, between the discussions you had with Hr. “4 


Lifttia in New York and your meeting with Mr. Bloomingdale in 
California, did you have an occasion be ewe or discuss this 
proposed negotiation. with any officer or director of employee 
of Diners’ Cio? 

A In New York? 

Q No. Between your seietine with Tir. LEftig and vour 
meeting with Mr. Bloomingdale. 

A Yes, 1 got on the, plane that night to Los Angeles, 
and I sat down next to someone, and he introduced himseli as 
being an officer of Diners’ Club, and just by accident we hap- 
pened to meet, and we sieved bat, and we talked all the 


ways out +o the Coast. 


“knaw, at that tine? 


OO 


K I believe he was a vice president of finance or —~ 


I think he was just a vice president. I think he was vice 


——— 


president. 


Q And will you tell us, pleasc, the sum and substance 


| 


A-1015 One 8 
MP 19 W. Fugazy - direct . de 


of your conversation with Mr. Asch on the plane to Los 
Angeles, what you said to him and what he said to you? 
A Just an exchange of pleasantries. He said he had 


recognized me, and he was: happy to meet me, and I indicated 


the same, and he said that he had heard that there were negotil 


ations going on between our companies, ana@ he started to tell 
me about the changes in Diners' Club, because he knew that 
I had been familiar with the old management, and talked about 


the Continental involvement and how happy they were andwhat 


substance it added to Diners' and so forth. Nothind to do wit! 


negotiations that were about -~ nothing to Go with the negoti- 


ations that were about to take place. 


Q Do you recall anything else in that conversation wit 
Mr. Asch? 
A No. Just Continental's involvement. He did mention 


that, “The cumor is” or “We believe iat Deveson is going << 
take Lhe company over very shortly,” or "It's in the Carte. tO 
be taken over." Certainly nothing of a definitive nature, 
Jue just an indication that things were hapnening, 

”) How, you were met at the airport by someone at 
Diners’ Club, and vou then were taken to meet Mr. Bloomincddal:- 
te that your testimony? 

A Yes, sir. I believe that was it. 


J And you had a meeting with Mr. Ridoningeaia in Los 


antic os mebeene cen Cie <6 em ce eee 


| 
| 
| 
| 


i 


| 
| 
| 
| 
| 
| 
| 
| 
: 
| 
| 
| 
| 
: 


1 MP 20 “ee - airect _ HODaAc | 
2 Angeles; ie: ena correct? { P 
3 A Yes, sir. I don't know whether the meeting started | 
4 that night or we just -- maybe for a few minutes that night, 
5 because I think you get out there eight or nine o'clock at ‘ 
6 night. But the meeting started carly the next morning at | 
I honk eaet. é | 
8 Q And who was a" at that meeting? | 
9 sal Mr. Liftio, Mr. Bloominadale and myself. | 
10 () Would you tell me, please, as best vou can recall, | 
11 what Mr. Bloomingdale said to you, what Mr. ia fete masa to ! 
: | 
12 either you cr Mr. Sloomingdale and what you said to either of 
13 those two gentlemen during your meeriag in Los Angeles? | 
14 A Well, Mr. Bloomingdale said that Diners’ Club was | 


now a revitalized company, thanks to Continental's involve-. 
ment, but they were having a serious problem competing with 
American Express. He said, "Victor Herd and the board of 


directors vant us to acquire the biggest and most prominent 


— 
oD 
2 


19 in. whar-have-you travel bureau, and we want your company. 
| 
20 iin said, "We were very impressed with the franchise prograr. | 
21 that you are doing, and we want to buy the company." 
22 I told Mr. Bloomingdale that Ithoucht he was aoing | 
23 | to have some trouble, because Mr. Marx wasn't @isnosed ee 
2A to Siners' Club, because he didn't feel that Diners’ Clud was. | : 
25 | strony enough to provide us with what ‘e needed to grow at. a & 


1 


10 


11 


‘go back to New York,but we had spent ten or uslue nours 


Mook with Mr. Marx? 


: A-1017 yO 
MP 21 W. Fugazy ~- direct 008 URI 2 


"4 
Mr. Bloomingdale said that he was told bv Con'tinent«. 
that he had an open-ended checkbook, so to speak, ut that 
what he really wanted us for was, he wantea to use-- for me ti 
provide him with the contacts oe with the major airlines 
and hakates peeean American Express was killing him in negot- 
jations, and not being in the travel business thev were at a 
disadvantage die opposed to American Exoress, who hac both the 
big travel bureau and the big credit card comvany. | 
Q Did Mr. Bloomingdale make any response to your com- 
ment to him about Mr. Marx's concern? 
A He said, "Yes, Continental owns twenty per cent of 
us now. They are going to own all of us very shortly, and we 


will convince you and Otto that we are the company vou should 


| 

| 

come with." : | 
i 

Q) No you recall anvthing else at that meeting out it | 

1 

Lon Angaleas? | 
acl 

A lio, Sir. He reviewed with me whet was gong on 4 

i ' 

' 

Piasre? Club. and Continental, and I explained to hin ~- we | 
{ 


tntked atl day, and 2 left Late at HiGnE Wit Ur, Liftiq ©o 


tocather. 


(a) Now, upon your return, sir, did you have occasion to 


at 


| 
| 
| 
| 
| 
| 


2 


A-1018 


QoGdS3 
MP 22 W. Fugazy - direct : 
A Yes. I believe I met with Mr. Marx cither late 


that night or early the next morning. 
Q And did you have a conversation with tir. Marks con- 


cerning your trip to Los Angeles? 


A Yes; sir. 
Q And will you tell me what you told Mr. Marx, siz? 
A I told him exactly what Mr... Bloomingdale toid me, 


and the Continental's position, and Bloomingdale's indicatior 
that he didn't care what the price was; he hac to buy our 
company, and Marx just said, “Well, we'll see.° 


0 bid there come a time after your meeting with Mr. 


Bloomingdale in Los Angcles that you met wit> “ir. Bloomingdal. 


again, sir? 


A Yes, sir. 
9 And when was that, sir? p 
ny The following Sunday, which I think was the l@ch. 
Hie. teaningdale had called.me cen and asted me to mec: 


hin for dinner that week -- that Sunday nicht. 


Where was Mr. Bioominadale when he called vcu? 

h He called me from Los Angeles, and he flew to New 
York, ane 2 met him in the city. 1 Grove in fro“ the countr: 
and met him in the city. 


2) And can vou tell us, please, the conversations that 


voit had with Mr. BDloominudale at that wiecting, sir? 


on eee eee. we cere AO RR TT oe 


A-1019 | OUOI8« 
1 MP 23 W. Fugazy - direct , 


* 


t 
2 A Mr. Bloomingdale said he had come in that weck to | 
| 
| 
| 
| 


3 lock up the purchase of Fugazy ravel Bureau, that he was 

4 dedicating the whole week to it and that we would start meet- 
5 ing on Monday, and he wanted a letter of agreement signed that 
6 week, but that he wanted me to spend the week with him, taietior 
“4 him around to meet the various presidents ~- excuse me -- 


-8 presidents of the various airlines, whom he dicn't know, to 


try to start improving Diners’ contract with those airlines. 


Diners' had very bad contracts with the airlines as opposed 


Gale felt he needed help. 
Q And-what was your response to Mr. Bleomingdale's 


comments to you? 


A T said; "Well, Alfred, I don’t know that we are 


Ctto doesn't’ want to make one unless Continental is qoind co 


ll to American exoress, who had very good contracts, and Bloomii. 


going to make a deal. I don't know that I want to make one. 
| 


. 48 2 win thin ecupany.” ~ Bat 2 said; "I am hawny ts haye you. eect 


9 ! -theac poopie, anyhow, They are friends of mine, and 2. wilt 


ae that for you, anyhow." 


2) | m What was Mr. Bloomingdale's resoensc, if 


2 |; your commerts about Mr. Marx's concern? 


a A le said; “We Willd heanale Otto Marx.” Uc saie,. “You 


2. | and Otto are going to meet Victor, Victor Herd, and Warold 


8 « .lohnson, and you will be convinced that Continental is takine 
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us over. iii. that. The deal is done." 

Q Now, after that meeting with Bloomingdale on the 
16th, did you have any other meetings with Mr. Bloomingdale 
during that weck? 

A I believe I met with him_every day that week until 
we — a contract. ‘ 

Q And can you tell us; as. best vou recall, what cis- 
cussions you had with Mr. Bloomingdale during that week? 

A The first mecting was early Monday morninea, when 
Bloomingdale, Marx, Liftig, Tom Haves, who was 
financial officer of Diners' Club -- I don't know who 
Maybe -~- we all met to discuss the Ceal, and bloonmincdale 
just said to them, "We are buying this company for this 
price. I want you people to draw uD the papers, get the 
lawyers. Bill and I are going to be busy all week, meeting 


-people and getting important things done. Get the deal dr... 


ihis wock,” and that's it. 


said, “We will discuss it," but again he 
said, "Alfred, you've got to assure me of Continental's posi- 
tion, and you've got to convince me that Continentat is qoiny 
to own this company. 


9) What did Mr. Bloomingdale respond? 


A He said, “No vroblem. I will take vou and Bill dow: 


| 
\ 
{ 
was Mr. Marx's rejoinder to tha if | 
| 
| 
| 
| 
! 
| 
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2 to — vices and Harold down very eeekia(* or, "You will 4 

3 see evidence and you will know that this is so." Something | 

4 to that effect. | 

5 Q Now, did you have other meetings with Mr. Blochines | 

6 dale during that week? | 

7 -A Yee, Gir. 2 | 

8 Q And would you tell the ladies and gentleman of the | 

| 

9 jury about those meetings? | 

10 | A t took him over to meet Mario Saddler, the oresider.t). 

ll of American Airlines. We had a long meetina with him. I 


Charles Tillinghast, the president of TWA. We met all weck ; 


! 

| 12 : believe we met with Harold Gray, the president of Pan Am: 
| and had lunch and dinners, and then we had meetings at the 
| 


15 end of the day to review, as he said, "What the bovs in the | 
16 back room were doing with the contracts ane the negotiations. "| 
17 AnG cronies. I believe, on the 20th, which was a Thursday, | 
18 te 1 proealli <- | 
19 THE COURT: ts this ctiill duly: ? 
20 | THE WITNESS: Yes, sir. a 
21 | A (Continuing) The 20th of July we signed a letter of | 
: ; : : | 
22 intent, and that was -- I may be wrong. I think that's the | 
23 date. | 


MR. FREDERICKS: May this be marked for tdentifica- 


tity, ¢lease. : | 


20 | 
| ' 


| 

| 

| 

: 
a 
| 


| 


a-1022 : 0000¢; 
MP 26 W. Fugazy - direct ARR rete eae 


@redneners ponte A waerke das Seaeic ences.) 

THE COURT: Counsel, are you offering the sigh chide? 
that you have just shown your adversary? 

MR. FREDERICKS: Yes, your IIlonor. ‘That is what - 
was trying to @o: get a stipulation -- 

THE. COURT: an objection? 

MR. SANTORA: I am wank not sure it is a complete 


copy. I have no copy here. 


THE.COURT: Do you represent it is a complete copy? 


MR. FREDERICKS: Yes, sir. 

THE COURT: Tf 2¢ is not,you can find a. comotete 
copy and substitute it for this. 

errno ne Plaintifis" Exhibit 4 in, eviderce, 
without objection. 

(Plaintiffs' Exhibit 4 for identification was re- 

ceived in evidence.) 

THE COURT: This seems to be a conformed cory, 1° 

that right, counsel? 


MR. FREDERICKS: Yes, sir. 


THE COURT: That has attached to it 2 second letter, 


all of the same -- 


MR. FREDERICKS: - Yes. It is all. part of the same 


ekhibit, your Honor. 


THE COURT: Very well. 


a 


m 


24 


25 


sent nme mena scannenaine nent a OT 
See 


NY 
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eds BE ee ae 000098 
Q Mr. Fuaazy, I show you what has been marked 


Plaintiffs’ Exhibit 4 in evidence. Can you identify that for 
me, please. 
A T believe this was the letter of intent that we 


signed on the 20th of July. 


Q This is the agreement that vou had just referred to, 


that was signed on the 20th? 
A {didn't sion ite I don't think) 1 signed it. 
THE COURT: Would you look: that is a corformed 


Gopy. It doesn't seem to bear signatures. 
THe WITHESS: No; Siz. 7. €iedn't sign. 2t- 
THD COURT: But you can identify it as the Jebte: 


of intent which was signed on Julv 20, 19672 


THE WITNESS: Yes. 


on 


aoe 


A-1024 


mojb-2 . W. Fugazy-direct OCOOG: 
ta : * we 
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Q Mr. Fugazy, you tell us that between the 12th and 


the 20th, you had numerous meetings with Mr. Gloomingdale 


on numerous occasions and numerous matters on various 


subjects during that period; is that correct? 


) Yee, Sirs 

Q And did you make a notation concerning those 
meetings in the books that have been marked Exhibits 1, 2 
and 3 for casein beabduane 

A I would think +~ 

, Q I don't want you to think, Mr. Fugazy~. 1f you 
know, please say you now vs ££ you don’t know ~- 

A I can't say. I don't know whether I made them 
all or if I made soue. I don't know. 

Q - Would you take a look at Exhibits 1, 2 and 3, for 
identification and tell me whether that peprounes your 
recollection. 

A Are you referring in regerd to the signing o£ 
tnis ayreement? 

Q No,.no. I am referring to the meetings that you 
testified you had with Mr. Bloomingdale between July I2eh 
and July 20th. 

THe COURT: He ne to know if each of the meet- 


ings are set down in the diaries or in one or another of 


the diaries. 


amen en a mr 
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2 A ies sir. EOE the 16th, 17th, 18th, i 
3 || 19th, signing of the agreement on the 20th; yes, sir. | 
4 ae | Now, Mr. Fugazy, did all of those meetings that : 
. } 
5 | “you had with Mr. Bloomingdale during that period deal with 
6 the acquisition or were they, some of them, concerned : 
7 with matters totally separate and sie from the siuegetkions. 
8 MR. SANTORA: I must object to that question. 
9 THE COURT: Sustained. : | 
10 Q Mz. Fugazy, would you tell me what the subjects . : 
ll of those meetings with Mr. Bloomingdale related to? : 
12 A sae related to the acquisition but most of 
13 them related to Diners' Club projects. Bloomingdale was 
M4 already beyond buying our company. lle now had me involved 
1S in all sorts of projects that he wanted me to do for him 
16 in the Diners' Club. 
uo) ‘. Por instance, he was very anxious that the agves- ! 


18 | mant be signed on Thursday, as 1 recall, the 20¢h, because 


19 he wanted me to Ely to London -- almost sounds funny when 

* | you say. it -- fly to London on Sunday night to buy the | 
. | Qucen Mary for the Diners’ Club and Otto Marx wasn't about : 
22 | to sce me flying to London’ to buy the Queen Nary for the 
23 | Diners' Club, unless an agreement was signed. So, it was 
2 f a very difficult situation. 


25 || Q Mr. Fugazy, did you have occasion to leave the ' 


8 


2 8 
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country after July auth: 
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A I flew to London Sunday night, yes, sir. 


THE COURT: What date was that? 
THE WITNESS: Sir, I believe i+ was the 20th, but - 


Q Mr. Fugazy, would you please look at your diary 


ie 
pel 3 


and see if that can refresh your recollection as to =n 


exact date? 


A I flew to London on TWA on July 23d. 
Q That is a notation from your dia1y. 
a Mee, Sire 


THE COURT: That would ne three days after tne 
letter of intent was eens 
: THE WITNESS: Yes, Sir. 
Q With whom did you meet en London? 
A Well, I flew over at Mr. siaamienaatels request 
with 1h yzeckendorf, Bill geckendorf, Jr., wno was veuees 


senting Diners' Club; a Mr. Leeds, who was representing 


Diners’ Club. I met with two Cunard Line people who were 


putting the Queen Mary out for bids and 2 mee .-7 Bloominyd: 


had cabled the Diners’ Club officials in Loncon to meet 

mc and I met with them, and I met with hs suesie eae “ne 
City of Long Beach, who were bidding on the ship and who 
later on made a joint venture with us. 


So, I met-with them all day Monday and flew back 


we 


| 
1 mbjb-4 | fj ; OCGiC2 | 
2 Monday vernon Kecinlie Otto Marx said I could go for a | 
3 day but I had to be back, ge I came right back. | 
+ | Q Mr. Fugazy, do oe know a gentleman named 
5 Robinson? . | 
6 oe ves, I do. | 
7 Q Who is he, sir? | 
8 A He was President of Diners’ Club International, 7 
9 which is a subsidiary of Diners' Club and which ran all of 7 
10 the Diners' Club operations around ‘che world. | 
ll i: Q Did you have occasion to meet With Him, sie? | 
12 ) A With nse eee | 
oi Q Was anyone else present? 
14 A No, sir. : 
15 Q Tell me how the weaniue came about. : 
16 A Mr. Bloomingdale asked me if I would meet with ! 


Mr. Robinson, talk about going to the Diners’ Club Internit- 


ional Convention so that the announcement of Diners! Cli: 


— ht 
£e 4) ~ 
ere 


puying our company could be made and a program coula be 


developed for integrating our company into all the Diners’ 


Club oparations around the world. 


21 | 
22 | Q And when did that conversation take place? 
. | 
23 | A Towards the end of July. 
| | 
aA | Q Did you in fact meet with Mr. Robinson? 
: : : ‘ i 
25 | Ki. Wee, Six: | 
| : 
| 
| 
i 


J 
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: Q And when did you os aniline, sir? 
A I think it was the end of July. May I look at 
my diary? 
| Q Tf you don't recall, would you look at your diary 


and see if it refreshes your recollection? 
A July 28tn. - 
Q Would you read, please, for <="é jury the notation 
in the diary which refreshes your recollection? 
THE COURT: Sustained. 
MR. FREDERICKS: Your lWonor, at this “ime 2 would 
like to nga into evidence Exnibits 1, 2 and 3. 
MR.. SANTORA: I object to their offering at 
this point. I don't think ‘there has been sufficient 
testimony that this witness has any memory of what is in 
there and I think he has testified that some of cnese 
entrics were prepared by somebody other “ina himself. 
THE COURT:. His eecrstary) I belicve. 
gndeceden sustained. 
Q Mr. Fugazy, do you know a gentleman named Benton? 
A Yes, sir. 
Q Who is he? 
A Vice president of the Ford Motor Company. 


Q Did you have occasion to mect with Mr. Benton: 


A Yes. Mr. Bloomingdale asked me if I would arrange 


' 
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for him to meet with Mr. Benton to attempt to get Diners' * 


e 


Club to operate the credit card for the Ford Motor Company. 


Q- Did you in fact arrange such a mee*ing? 
A Yes, I did. 
Q When did that meating take place, sir? 


A Took place beginning of August -~ August 4th, 


I believe. 


Q Are you sure of the date, sir? 
A No; I am not. I mean, it's tough; it's ten years. 
Q Would you mind looking at either Exhibit 1, 2 


or 3 for identification tel]. us 1f that refreshes your 


A Nine o'clock on August 4th at Bloomingdale's 


office LA, I met with Mr. Benton and Mr. Bloomingdale. . 
g 


Q Whose handwriting is that entry in, sir? 
A Mine, sir. 
Q Mr. Fugazy, after your meeting with Mr. Bloomingdale 


on August 4th in Los Angeles, did you have a subsequent 
meeting with Mr. Bloomingdale? 
MR. SANTORA: I find this extremely leading Ania 
it is going on one after another. I-object. | 
TUE COURT: Sustainsd. 
Q Mr. Fugazy, after your meeting on August 4th, 


did you have occasion to see Mr. Bloomingdales again? 


| 
| 
| 
| 
| 
| 
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MR. SANTORA: I eset on the same ground. 
THE COURT: Sustained. You are asking a leading 
question. Just rephrase it and ie aad. Re permitted. 
He is objecting; it's a proper objection. 1 have sustained 
it. I am not precluding you from inquiring in this area. 
Q Mr. Fugazy, what if any thing aia you do on August 
6th, 19677? 

‘MR. SANTORA: I am going to eject co this 
because there is 4 suggestion of dates in every one of 
those questions. 

TYE COURT: Yos. That is the point; exactly. 
You indicated, sir, that you met with Mr. Bloomingdale on 
August 4, 2067... Ts that.riegh=? 

THE WITNESS: Yes, your Honor. 

“THE COURT: Did nee with him at any time 

after that? 

THE WITNESS: Yes, your Honor. 

yj COURT: When? 

THE WITNESS: © Throughout that day and +hroughou- 
the next day, a series of meetings. 

MR. SANTORA: Your Honor, * want +o point out 
that the witness is aeuomeee from his diary on that last 


answer and I think at least it should be noted. 


THE COURT: Let us note that. Try to work without 


| 
' 
' 
! 


———_—_—_—_—_— 
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referring to your diary. In the event that you are unable 


to recall something, then your attorney may permit you 


to look at the exhibit, but you should be testifying 


in the first instance from recollection and, if you need to 


refresh your recollection, certainly it will be perritted. 


e 


“THE WITNESS: Your Honor, the last time I asked 
‘LE I:could look at this page and it was on shat page and 
that is what I was looking at. I wasn't looking a= any 
other page. 
THE COURT: All right. 
‘HE WITNESS: I'm sorry. 
THE COURT: You may proceed, counsel. 
Q Would you tell us the sum and substance of 
the meeting with Mr. Bloomingdale on the Sth? 
MR. SANTORA: Tt object; come On. : 
THE COURT: Yes, indeed. 
MR. FREDERICKS : Your Hover, ho 15 jues - 
THE COURT: Where did you meet with Mr. 
ploomingdale when you met with him on the fitch? 
THE WITNESS: On: the fourth, your Honor? 
“THE COURT: ‘The 5th. 
nina WITNESS: The next day? 
TIE COURT: Yes. Where? 


THE WITNESS: In Los Angeles. 


' 
\ 
’ 
' 
| 
| 
' 
t 
' 
J 
\ 
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THE COURT: Who was present? 
THE WITNESS: Hr. Bloomingdale and, I believe, 
Mr. Zeckendorf and some of the other Diners' Club people. 


IT am not exactly sure. 


THE COURT: Your counsel would like to know. 


what was said. You can tell us what was said in exact 
words or, if you don't remember the 
substance, indicating who seid what. 
TNESS: Bloomingdale was very | py because 

Mr. Benton had agreed to -- 

MR. SANTORA: = have to object to shat. 

TUE COURT:-. Yes. Did Mr. Bloomingdale say somethii.y: 

THE WITNESS: 

THE COURT: La Nr abody E é something? 
Lf they did, juss. tell 

THE WITNESS: 


Very yratetul for -you i inc with 


Motor Company; it's going to be a very lig thing for the 
dias ’ Club =~ the Diners' Club running the Ford credit 
card.” And he said, “I want you now to continue £0 -WOrk 
with nme on. projects like this until our deal is completed." 
I told him again that I was having problems with 
OLco Marx, who wasn't happy over the fact that I had gone 


tu Europe, although our agreement with Mr. Marx was that 


& 
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2 ~ whether ae ie the Diners' Club deal went through, Fugazy | 
3 would operate the. Queen Mary and make Anooie: j 
4 : ‘ Bloomingdale said, “Well, the deal is on. 
5 What is it you are worried about?" 7 
6 | And I said, "Same problem," so he said, “Well, | 
7 ‘we ed work it out," and he asked me to sp2nd two days 
8 there with him, which I did, and met with other Diners' : 
9 Club people, and then returned to New York. | 
10 Q Mr. Fugazy, do you know a gentleman by the name ‘: 
11 ox David Mahoney? | : 
12 A Yes, six. : 
13 Q Would you tell us who Mr. Mahoney is, please? | 
14 A Mr. Mahoney is a’ personal friend of mine that is 
15 the chief executive officer of Norton Simon Company and was 


mh a director of the Diners' Club at that time and until: he 


W7 and I resigned, I think in. 2970. 
J 18 Q When is that time? 
19 A He remained a director until the end, when he 
20 ! or a We all went off the board together but he was 
21 | a director " that time. 
22 Q | Was he a director in 1967? 
23 A Yes, six; he was. 
2A Q Did you have a meeting with Mr. Mahoney at any 


25 time during 1967? 


14 


15 


16 


17 


18 - 


19 


") 
ee 
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A Yes; sir. a8 
Q Would you tell us when and where, sir. 
A Shortly after I came back from the Coast, around 


August 9th or Oth, Mr. Mahoney called me and said he wanted 
to have dinner with me. 

, on happy to do so, and I went to dinner with 
him and he told me that he had received a phone call from 
Alfred Bloomingdale indicating that our negotiations weren'’ 
going well or there was some reticence on our part to be 
acquired by Diners’ and Dave said that as a director of 
Diners', he wanted to try to explain to me why he *hough* 
it was a good thing for both parties. 

He talked to me about what Diners' Club was anc 
said that Continental was now involved and it looked like 


they were going to be taking the company over ane he thought 


Se 


that I should consider seriously making a deal with the 
vinors’ Club. 

Q Do you recall anything else that wae. Bead at 
that meeting? 

A No. lle just said he thought it was a healthy 
thing for all of us and that if he could be helpful, if he 


could be helpful in seeing that it came about -- the merger 


or acquisition -- he was willing to do so. 


Q After you had a meeting with Mr. Mahoney in 


| 
| 


ae 
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2 August, did you ever see Mr. Bloomingdale again? 
: bed 
3 | A Yes, Sir. 
3 9 | Approximately when was that, sir? | 
5 A % talked to him <= think the next time was prob- : 
6 ably he came up to my house one night. | 
7 Q ° Can you tell us the circumstances leading up *o 
8 your next meeting with Mr. Bloomingdale? : 
9 A Mr. Bloomingdale came to New York and wanted me tc ie 
10 | | THE COURT: When? | ; 
11 . THE WITNESS: a sir. Towards the end of 7 
12 August -- August 26, 27, something like ‘hat. 
13 | A And he wanted to meet to get the, as he said, 
14 train back on the tracks. I told him I ecouldn'*®. come to : 
15 New York because I had my house a a lot of guests | 
16 and there was a golf tournament going on and it was rained ' 
7 | out and T had house guests and I couldn't leave. : r 
| 
18 And he said, “Well, I will coma up and I want 29 i 
2 come, up with Marx and tifttig and I want to go- this deal 
20 git, finished.” . . 
: 
21 || So, 1 said, "Pine: if that is what you want to 
22 | do," and he and Mr. eos and Mr. Liftig came up to my 
23 | house and had dinner with me. 3 
a | THE COURT: When was that? 


| 
29 | THE WITNESS: Sir, *he best I can recall is it was 
: 
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like a Tuesday or a Wednesday around the 30th of August. 


e 


The gold tournament was supposed to end on a Sunday and it 
was rained over for two days. 
Q And did you have a meeting with Mr. Bloomingdale 
and Mr. Liftig and Mr. Marx at that time? 
| A Yes, I did. | . 
Q Can you recall what was said and by whom? 
A Well, they had dinner with the other guests wno 


were in my house, so they couldn't talk much business Dut 


s 


after dinner, Bloomingdale said to me, "I worked out 


everything with Otto and we are going to show him about 


t 


Continental," and he says, "I want +o have lunch with you 


{ 


tomorrow to get this thing back on the strean.' 


Q Did you have lunch with Hr. Bloomingdale the z 


following day? 


A Yes, sir, 1 did. 
Q Who was present at that meeting? 
EN I think it was Mr. Bloominmgdale and possibly 


11a. Zeckendorf and Mr. Hays. We talked about the 
Queen Mary and the -- you know, “he acquisition, merger, 
purchase by Diner's of our company. T think that is who 
wus there; I am not sure. 

() Can you tell me what if anything lr. Bloomingds 


said and what you said at that meeting? 


| 


: 
| 
| 
| 
| 
| 
| 


* 
es 


A-1037 OGG; 


renember the day. 


t 
i 
y mbjb-14 W. Fugazy-direct : et | 
2 A Bloomingdale said that he had talked it over 
3 further with Victor Herd and that he was going to arrange 
' 
& for me and Otto -- for Otto Marx and myseif to go down and 
t 
5 find out if the Continental was taking them over and -- 
6 but, in the meantime, he said "talk to Dave Mahonéy; didn't 
: | 
7 ‘pave Mahoney tell you this is going to“happen? You have 
| 
8 heard it from everyone. Now, stop worrying about it,” 
' 
i 
9 And I repeated again, I said, "Fine; I bolisve 
10 | you but you better convince Otto." 
{ 
1 || Q Mr. Fugazy, did there come a Sime that you did 
f 
2 meet with Mr. Victor Herd and Mr. Johnson? 
i 
| 13 | A Yes, sir. 
| 
14 | Q Would you tell us ayain who Hr. Herd and Mr. 
| 
15 | Johnson are? 
16 ; A Mr. Herd was the chairman of the board of 
17 ' Continental Insurance Company. Mr. Harold Johnson was 
2° a 
18 | the sxscutive vice president of Continental Insurance Coiapany 
| 
19 | Q Would you tell, us please, the circumstances und:t 
| | | 
7 |) which you had that meeting with Mr. Herd and Mr. Jonnson? 
! id 
! oe i 
21 licw did it come about? 
| i : - ' 
| ‘ : : 
ee A I was with Mr. Bloomingdale at the ena of the day 
| | 
23 | and it was sometime in September or October. I 4ust can’ s 
{ 
' 


29 Mr. Blocmingdale said, "I have a meeting with 


% 


is 


el 


| 
| 
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Victor at four o'clock. I want you to come down and 


meet him,' because our deal was to close -- I think we 


were to sign the final deal on September 20th, sometime 


around that time. And he said, "I want you to meet him. 


So, 


he took mea downtown and introduced me to 


Harold Johnson and Victor Herd. 


Q Did 
Mr. Herd? 


A Yes. 


you at that time have a conversation with 


A-1039 
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Q@ Who was present dete room during, that meeting? 
A. Ifirst met Mr.Johnson be his office, and then 
I believe Mr. Johnson, Mr. Bloomingdale, and myself, 


all went into Mr. Herd's office or we wert into a 


sitting room, not his office. 


Q Could you tell me, please, what Mr.Herd said 
to you and what you said to Mr.Herd, and anything else 


that anyone lese might have said at that time? 

A. Mr. Herd told me how pleased he was to meet 
me ana I was on pisewed to meet hin, sak how happy they 
were that Diners' was acquiring our company, that he knew 


ofus, and heard about our company, and thathe 


ger would do both companies well. 

He said that he had -- that Continental he 
hopes for Piecges Club and I think he said they had 20 
or 30 million in the company at that time, and I sai 
him that 1 was very -- looking forward to the dea 
thatone of the things we were tuberested in, to be honest, 
Was what Continental's nosition was -- what 


coutinental's position was. I said, "My partn 


ct 
3 
a 
sa 
3 
D 
rs 
Pad 


very. happy about this arrangmeent, but we are very interested 
in what Continental's position in theposture of of 
Diner's Club is, and he renreated that they had. so many 


millions in the company, and how enthused they were, and 


cshourht the mer 


al, and 1 said 


14 


15 


16 


7 


13 


ome Le 
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I didn't come out and say what ' wanted to say, "Welds 


are you going to buy the rest of the company," and he said, 


"Well, you don't court a girl unless you are poing to marry 


her.” Th was a very =~ & remark I remembered very well, 


and we left, and on the way up Bloomingdale said to me 


‘ 


in the cab, "Well, I puess that proves to you that the; are. 
poing. to take us over," and I said, "It would seem so." 


210 Did you relay that conversation that you hac 


with Mr. Herd and Mr. Bloomingdale on that day to Me. Merx? 


A. Yes, sir,1 dic, 


MR. FREDERICKS: Your Honor, I notice it is | eae 


I think this might be an appropriate time to cut off 
the testimony. 

THE COURT: If you feel i+ is appropriate 
hour is just hout what I indicated to the sere. 


Ladies and gentlemen, we are going to recess i Rie EOE 


Lime. Please, as you leave, do not discuss the case aidwiw 
vourselves. Do not remain within the presence of anyone 


else who might be discussing, the case. in the event you 
should learn anythine about the case from any source outside 
cf the courtroom, you are directed to report thematter to 
me at once. 

Please keep an open mind on all facets of the case 


until 4t has been concluded. The jury is excused and 


lr + 
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| 
| 


| 
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| 
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directed ee vebude Lonemren weenkink at 9:30 a.m. 

(The jury left the courtroom. ) 
MR. MC KAY: May I request; , your bOnor, that we 
perhaps be permitted to examine these diaries nerhans 
this evening? 
| THE COURT: You an work out whatever arrangement 

is convenient. They have been marked for 

identification, and under the circumstances I would permit. 

you to inspect them at a time which is mutually convenient. 
(Trial acjourned to Wednesday, May 7, 1975, 


at 9:30 re 
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Marx & Co., Inc. et al 


~ We | 72 Civ. 4324 
The Diners’ Club, Inc. etc. 
New York, New York 


May 7, 1975 
9:30 a.m. 


(Trial resumed.) 


-(In open court; jury present.) 
WiLL ft AM Di. FUGA 4, YY, resumed. 


THE COURT: Mr. Fugazy, you will be resuming your 


testimony today under the oath which was administered 
yesterday when you began. 
THE WITNESS: Yes, your Honor. 
DIRECT EXAMINATION (Continued) 
BY MR. PFPREDERICKS: | 
Q Mr. fugazy, I am going to give you back what 
have been marked Exhibits 1, 2 and 3 for identification, your 


diaries, so you can have them during the course of your testi- 


_ mony this morning. . 


MR. FREDERICKS: May I proceed, your Honor? 
THE COURT: You may. 


MR. FREDERICKS: ‘Thank you. 


ht 


ay 


a f. 8 8 


4 
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Q Mr. Fugazy, at the end of the day yesterday you 


testified to a meeting that you nad had with Mr. Herd. Do 
you recall that testimony? | ‘ 

A Yes. 

Q And you told us that after you left the meeting wit 
Mr. Herd, and he had made some statements to you about the 
Continental-Diners' acquisition, you rode back in a 
eanieutl with Mr. Bloomingdale. Do you recall that testi- 
mony? 

A Yes, sir. 

Q Would you tell us what Mr. Bloomingdale said to 
you in that taxicab ride? 

A Mr. Bloomingdale was very happy that Mr. Herd -— 

THE COURT: No, what he said. We are not 


interested at the.moment in his mood. Just tell us what he 


said. 
THE expenses: x am sorry, your Honor. 
THE COURT: That's all right. 
A Mr. Bloomingdale said, "Well, I hope you are happy 
that Victor assured you about the Continental offer," and 


y said “Yes, fam." 
And he a "I presume you are going to tell 


Otto about it so he will be relieved of the suspe 3e or 


concern." And I said “Yes, I will." 


* 
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2 Q Did you in fact have a conversation with Mr. Marx | 
4 after your meeting with Mr. Herd and Mr. Bloomingdale? 

4 A Yes, sir. we went back to the Diners' Club and 

5 I believe I called Mr. Marx on the phone and possibly met 

6 with him:later that night. 

7 Q Can yu tell ‘a as best you can recall what you said 


to Mr. Marx and what he said to you at that time? 


A I said to Mr. Marx, "I met with Mr. Johnson and 


Mr. Herd today, and they are very enthu:ed about Diners' 


an eee tenner tt LCCC CRT 


He | Club buying: our company, and I asked Mr. Herd about the 
| 


2 takeover of Continental", and I said, “The only thing I can | 
13 tell you is he said that they were going to get married." | 

. | 
a I told him about the remark he made about courting | 
15 a girl. 
16 | MR. FREDERICKS: Your Honor, I wuld like to ar 
W these four documents marked at this time, please. I will 
18 | see if I can get a eeiouiadien to have them in evidence to 

| 
19 avoid any problem of identification. 
20 THE COURT: They have already been identified in 
21 | the pretrial order, haven't they? 
a MR.FREDERICKS: Yes, your Honor. | 
= THE COURT: Very wel. Let's get them marked first. 

2A I think that would be the better course. 
25 


These are5, 6, 7 and 8 for identification. 


o~, 


8 8 


Rm SS 
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4 is in evidence, is it not? 


MR. FREDERICKS: Yes, it is, your Honor. 

(Plaintiffs' Exhibits 5, 6, 7 and 8 were marked 

for identification.) 

MR. FREDERICKS: ‘Your Honor, counsel has stipulated 
that these documents may be received in evidence. 

THE COURT: Very well. 

MR. SANTORA: Your Honor, on the belief that 
those are true and complete oupien:. 

. THE COURT: If you should find that a page is 
inadvertently missing, I will certainly give you leave to 
point it out and substitute, if you have another set 
of copies, a page. 

MR. FREDERICKS: Your Honor, I have already ad- 
visec counsel that the document, Exhibit 6 in evidence, 
certain of the pages I have which were supplied to me, the 
Xeroxing has gone over the pane; it is not really relevant 
but counsel has suggested that they will replace the pages. 

THE COURT: Very well. At this point would you 
identify them one at a time. 5 is what? 

MR. FREDERICKS: Si 5, your Honor, is an agreement 
dated October 10, 1967, between Diners' Club Corporation 
and Fugazy Travel which is the purchase acquisition agree- 


ment, and as part thereof, there are several exhibits which 


& & 8. 8 
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are additional agreements related thereto. 

THE COURT: . The entire package is offered as 
one exhibit and is received, as I understand it, Mr. Santora, 
without objection. 

MR. SANTORA: Yes, Sir. 

THE COURT: Subject to your checking on particular 
pages that may.be illegible or left out by inadvertence. 
With respect to that, your Honor, that may come up on both 


sides. We have been producing documents to each other 


both counsel will cooperate to see that the copies that 


are finally in are the completely accurate and complete 


“at great lengths in the last couple of days and weeks and 
1 


documents? 

MR. FREDERICKS: | No. 6, your Honor, is the 
schedules to that.purchase agreement which are required by 
that contract; rather lengthy schedules which have been 
marked separately. . 

THE COURT: Very well. 

MR. FREDERICKS: Ty your Honor, is a document of 
even date, October 10th, which is an employment agreement 
between Fugazy Travel and William Denis Fugazy. 

THE COURT: And ne 6 a similar agreement? 


MR. PREDERICKRS: 8 is a collateral, agreement, your, 


Honor, between Fugazy Travel Bureau and William Denis. Fugazy, 
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2 of even date. . 
3 | (plaintiffs' Exhibits 5, 6, 7 and 8 were 
ae received in evidence.) 
5 THE COURT: There being no objection except that 
6 there may be a request by counsel to substitute or add pages. 
7 very well. 
8 Q Mr. Fugazy, would you please look at the document 
9° which has been marked Exhibit 5 for identification. Were 
10 you present when that document was signed, sir? 
+ op A Yes, sir, I see my initials on it. Yes, t was. 
12 Q And where and when was that document signed? 
13 A | z believe it was signed in the law firm of 
14 Hays Sklar, Pam Am Building... \ 
15 Q The law offices of Hays ies : 
16 A Yes, who were paene counsel at that time. 
7 Q Do you know who signed for Fugazy Travel Bureau, 
18 inc.7 
19 -A Otto Marx. 
a0 Q Can you identify for. us pxhibit 6, sir? 
21 A This is a sess attached to the closing which 
29 was required, listing all the franchises and various 
23 schedules. | | | 
% Q | Who signed those schedules? 


A Mr. Marx as chairman and myself as president. 


21 
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Q I show you Exhibit 7. What is that, sir? 
A This is the employment agreement between 


the new Fugazy Travel Bureau the day it organized and 
myself. 
Q And Exhibit 8, sir? 
A This is the collateral aupeement having to do with 
the compensation payment, I believe. 
| Q Would you explain to us as best you can the sub- 
ekanee of that agreement? 

THE COURT: No, the agreement is rete evidence, 
and I would suggest you can read from it, you can show it to 
the jury if you wish, but I den't think the witness should 
testify regarding the substance of it. oe I see the 
exhibits which are now in evidence? 

(Documents handed to the Court.) 

THE COURT: Thank you. 

MR. pees. Would your Honor like me to 
wait a moment while you peruse that before I go on 
with the questions? 

THE COURT: Yes. It is the practice here’ that 
when exhibits are received, they be handed up to the bench 
first. The Court is then able better to guide the future 
course of the trial. 


(Pause. ) 


2A 


Elle encase 
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124 
THE COURT: All right. 
I have looked at 5. 
That is the agreement itself. 
MR. FREDERICKS: Your Honor —~ 
THE COURT: Now. let me turn to 6. 
Just bear with me. 
MR. FREDERICKS: MightI suggest you hold i472 
I intend to read from it and the Court might want to follow, 
and I have sieeiecs copy here. 
THE COURT: All right. Just let me check 6. 
(Pause.) 
THE COURT: All right. 


I have finished with 6. 


ae 


S B&B 


Rm & 
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THE COURT: z have now looked through the ex- 
hibit, and if counsel wishes to proceed he may, as he 
indicated he would. 

MR. FREDERICKS: If I might, your Honor, I 
eeuaa like to read from Exhibit 5 to the jury at this 
time. 

THE COURT: That is the purchase agreement of 
October 10, 1967; is that ue 


MR. FREDERICKS: That is correct, your Honor. 


‘I.am beginning on page 2, at the bottom, Item 1.2, "Con- 


sideration for sale and transfer”. 

(Mx. Fredericks read to the jury from Plain- 
tiffs' Exhibit 5.) 

MR. FREDERICKS: I now move on, your Honor, to 
— 1.3, entitled “Certain post-closing adjustments". 

THE COURT: Just one moment. Let me read 
what you have skipped, so I can follow it in context. 

(Pause.) 

THE COURT: There is some material written in 
just above aa you want to read. If I can just have a 
moment, I would like to read it. 

MR. FREDERICKS: If you would like, your Honor, 
I will read it, since Tt am familiar with it. 


THE COURT: All right. 


A-1051 
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(Mr. Fredericks continued reading to the jury 
‘from Plaintiffs' Exhibit 5.) 

MR. SANTORA: Your Honor, I don't know that 
there is any foundation for iat. 

THE COURT: That is a faix statement. Perhaps’ 
we can ra ee of the witness. 

Mr. Fugazy, I show you Plaintiffs’ Exhibit 5, 
and the material which Mr. Fredericks just read is the 
handwritten material, and I note some initials next to it. 
Are any of those initials on either side yours? 

THE WITRESS: Wes, sic. 

THE COURT: Would you tell us when the hand-= 
written insertion was made? 

THE WITNESS: At the closing, your Honor. There 
were a few other cence like this. They had forgotten 


them. We were all asked to initial them: Mr. Marx and my- 


self and I think Tom Hays initialed it. 


UE COURT: Hr. Santora, that covers your ob= 
jection. 

Ali right. You may proceed. 

(Mr. Predericks continued reading to the jury 
from Piaintififs' Exhibit 5.) 

MR. SANTORA: Your Honor, I have a possible 


suggestion, I am not sure that it is appropriate reading 


zs & 8B & 
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" 
from the contract without some connection with the witness’ 
testimony, and I’ don't know where we are going or how 

much more of this there is, but I don't know in what con- 
nection--what connection this has with the testimony. It 
is not accomplishing much to read this without some con- 


. 


nection to the case. 


nee neers 


THE COURT: Well, I always say when a document 
has been received in evidence it speaks for itself, and 
I would permit counsel to read a portion of it, If you 
feel that for clarity's sake it is necessary a this junc- 
ture to read some additional portion of the document, 4 
will permit that. 


I suggest that the document could just as well 


be shown to the jury, but it is multi-paged, and Mr. | 
Fredericks is just trying to save the jury's time. | 
When Mr. Fredericks has finished reading the | 
portion he’wishes to read, you may read it at this time, 
or, if you wish to read it at a later time, you may do Paes 
MR. FREDERICKS: Your Honor, I am moving up to | 
the middle of the next page, beginning with the words 
"Such balance sheets". 
(Mr. Fredericks continued reading to the jury 


from Plaintiffs' Exhibit 5.) 


MR. SANTORA: Your Honor, may I inquire at 


~ lop) 
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mpjp 
this time: 
claim. 
on cross examination-- 
THE COURT: Well, I suggest 
go into that at this time, that is, the 


So your mind is clear as to 
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é 


It sounds like putting in issue our counter- 


I would just like a clarification on that, in case 


that we shouldn't 
discussion. 
what you may want 


support of the 


to read, is that presented, counsel, in 
Claim in chief or in defense relative to the counter- 
claims? 


HR. FREDERICKS : 


Your Honor, that is submitted 


in connection with the plaintiffs’ case in chief. 


THE COURT: Thank you. 
(Mr. Fredericks continued reading to the jury 

from Plaintiffs’ Exhibit 5.) | 

Q Mr. Fugazy, Exhibit 5 refers to a security 
escrow agreement and has such an agreament attached. Were 
in fact stock and moneys ecgat aed at the Bankers Trust? 

A Yes, sir. 

Q And who maintained control over that account, 
if you know, at Bankers Trust? 

A Diners! Club, I believe. 

Q Mr. Pugazy; you signed Exhibit 7? 


A Yes. 


Q And under the terms of this agreement, after 
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the closing, did you become iisoued by Diners' Club? 

A Yes, sir. 

Q Would you tell me when the matter actually 
closed? Did it close on October 10th, the date on the 
agreement, or did it close on some other cate? 

A It closed at the end of the month, because I 


was out of the country, and I wasn't there for the closing. 


Q It closed some time the end of October? 

x "I think it was October 30tin. 

?. And at-that time you went to work for Diners! 
Club? 

A Yea, six. 

Q In what capacity? 

A As the president of the Diners'/Fugazy, the 


travel company. 
Q And you went to work pursuant to the agreement 
marked Exhibit 7? 
A Yes, Sir. 
MR. SANTORA: I object to that. 
THE COURT: Yes. I think it dees call tor a 
conclusion. I am going to let it stand. 
Try not to ask a question that will call for a 


legal conclusion. 


- MR. FPREDERICKS: Your Honor, I would like to 


2A . 
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read at this time from Exhibit 7 in evidence. 

THE COURT: That is the employment agreement. 

MR. FREDERICKS: Yes, and I hai.d your Honor a 
copy of the agreement. 

THE COURT: Thank you. 

Ladies and secre eae Exhibit 7, which is in 
evidence, is an employment agreement between Fugazy Travel 
ewes. Inc. and Mr. Pugacy. 

MR. FREDERICKS: Your Honor, I will be reading 
from page 2, eee Bs 

THE COURT: Very well. 

(Mr. Fredericks read to the jury from Plain- 
£itis' Exhioit 7.) 

MR. FPREDERICKS: Your Honor, I think I will 
go back to ae ey page. 

(Mc. Fredericks continued reading to the jury 


from Plaintiffs! Exhibit 7.) 


MR. FREDERICKS: If I might back up for a momen 


your Honor, to identify the parties, which I should have 
done initially, this fs an agreement between Fugazy Travel 
Bureau, Inc., hereinafter referred to as D.F.T., a wholly- 
own subsidiary of Diners' Club, Inc., veferred to as 
“Diners,” and William B. Fugazy. 


Reading on, your llonor, from paragraph 2-- 


A-1056 
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- (Mr. Fredericks continued reading to the jury 
3 from Plaintiffs’ Exhibit 74 
4 THE COURT: ‘May I suggest something? I know 
ace 5 you are going to read, you have every right to read and 
f 6 read as much as you want, but my recollection is that the 
7 parties worked on an agreement in connection with the pre- | 
8 trial. order, and paragraph D, which is "Facts Not in ee 
9 —_ a sub-paragraph 14, in which you gentlemen summarized | 
10 the employment agreement in atic six lines. | 
il | . Is it necessary to read te, the jury this lengthy| 
| 
12 | document, which is in evidence, or would you want to read 
13 | from your own agreed eeenesaya order under D, “Facts Not | 
14 | in Issue."? . 7 | 
15 | If you are adding something, fine; but you 
16 | gentlemen worked. very hard on your pre-trial order, and | 
7 | I think it would crystallize things for the jury if you were 
18 to indicate settee what the employment agreement was 
19 as you boiled it down. 
20 You have a choice. You have every right in the 
21 world to read the agreement or show it to the jury. 1 am 
22 not trying to cut you off. 
3 MR. FREDERICKS: All right. 
: aA Your Honor, Since the first part of what I read 
25 


is what I was concerned with, I have no objection now at 


- \y 
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2 this point to reducing the remainder of this agreement to 
3 ‘now reading the agreed statement of counsel. 
4 Ladies and gentleman, what I am about to read 
5 is a statement which counsel have agreed upon to be facts 
6 relating to the agrecment. 
THE COURT: These facts, ladies and gentleman, 


8 which will be read--it is about six lines--shall be taken 

9 by you as true in connection with your deliberations. 

10 Anything else that went before or will come after will be 
Bf contested facts, Eee you will have to determine — truth 
or lack of truth of the facts. 


MR. FREDERICKS: Mr. you wish to- 
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i 
4 | follow along? I am on page 7. 
15 (Mr. Fredericks read to the jury paragraph D 
4 
16 of the pre-trial. order.) 
W | MR. SANTORA: I would just like to point out | 
a that the word is "provided," not "provides," and it speak | 
19 about a company called D.W.T., which was Diners' World 
| 
20 | Travel. 
i 
21 | THE COURT: i had thought that was a typo~ 
22 graphical error. Does the contract refer to it? 
23 MR. SANTORA: Yes. It is the same contract. 


I want to make sure the record is correct. 


THE COURT: in any evont, the employment con- 


20 


21 


oA 
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tract which is in evidence as Plaintiffs' Exhibit 7, pro- 
vides for salary and expenses and other compensation, as 
has just been read to you. 

MR. FREDERICKS: Your Honor, I will now con- 
tinue to read from the agreement, because there is a pro- 
vision that is not contained in that order, on page 3. 

Ladies and gentleman, what I am reading is 


relating to the percentages we just read to you. 


(Mr. Fredericks reads to the jury from Plain- 
tifts* Exiibit 5,) 
Q Mr. Fugazy, you went to work under the terrs of 
e 


that agreement? 


A | Yes, sir. 
Q And what position did you have in D.F.T.? 

| 
A President. | 
Q I am sorry. I didn’t hear it. 
A President. 


THE COURT: He said it twice already. You 


asked him that before, and now you have asked him again, 


and then you had to hear it a third time. Let's try to 
move it along. 
Q Mr. Fugazy, did there come a time when anyone 


offered you the presidency of Diners' Club? 


A Yes, sir. 
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) 
Q And who was that, sir? 
A Initially, Mr. Bloomingdale. 
Q Alfred Bloomingdale? 
A Yes, Sir. The chairman of the board. 
Q ‘And can you tell us'’when and where, sir? 
A It was in Paris. Mr. Bloomingdale--we still 


had not signed our agreement, and Mr. Bloomingdale called 
me from Evrope after I had come back from the management-- 
international management meeting in 4-nens, and said he 


wanted me to come to over to Paris and to bring Mr. Otto 


Marx with me, because he wanted Mr. Marx to introduce him 
to some »anking people in Paris. 

And he again, at that time, which was the end 
of August--the deal was not quite on--on the track. It 
looked like it might not go through. We were having some 
problems. 

*Basically, I was having problems with some of 
the--I explained-~I said to Mr. Bloomingdale, "We are hav- 
ing some problems with Tom Hays and the other officers of 
the Diners’ Club.” . 

So he asked me to fly over to Paris, and Nr. 


Marx and myself, I believe we first flew over to Paris on 


approximately August 27th, 28th, something like that. 


a: =: 8 8 
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Would Mr. Fugazy please examine -~ 


WHE COURT: Yt think the question was when and 


where were you offered the presidency of Diners' Club. 


the 27th. 


scument 


THE WITNESS: In Paris, your Honor. 
THE COURT: When? 
THE WITNESS: May I look at my diary, your Honor? 
THE COURT: Yes. 
THE WITNESS: August 28th. I were to Paris on 
I was offered the presidency on August 28th. 
“THE COURT: 19? - 
THE WITNESS: 196 7% 
THE COURT: Thank you. 


MR. FREDERICKS: Your Honor, may I examine the 


to which he's referred? 


THE COURT: Yes. 


woe 


MR. SANTORA: I would like to see it myself. 


(Mr. Fredericks and Mr. Santora examined a document.) 


THE WITNESS: Excuse me, I am sorry, your 


Honor. It is. September =~ 


.THE COURT: Do you wish to change your answer? 


THE WITNESS: Yes. September 27th -= 


September 28, 1967. 


THE COURT: September 28, 1967? 


THE WITNESS: Yes, your Honor. 
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Q Mr. Fugazy, you refresh your recollection -- 
MR. SANTORA: Your Honor, I would like to note that 


last statement came solely from a reference to his diary. 
THE COURT: Yes, I think the jury observed it and i 
record should reflect it. 
MR. FREDERICKS: I was just going to ask him that. 
Q Your statement was based on your refreshing your 
recollection from your diary which has been marked Exhibit 3 
for identification? 
A Yes, sir. 
Q You see a notation on September 27th which has 


a « 
refreshed your recollection? 


eee ee A CA 


A It says "Bloomingdale, Paris," Marx. 

Q Whose hand is that? 
A Mine. 

@) Will you tell us, please, what you said to 


Mr. Bloomingdale and pik he said to you in Paris on September 

28th concerning the subject matter of our prior question? 
A Mr. Bloomingdale and I had just completed having 

diner with Mr. Marx, and he asked if I would go out and 


spend some time alone with him. We went out, and he said, 


"Bill, I have given this matter some very serious thought, 


and I want you to become the president of Diners" Club 


as soon as the acquisition or as soon as the merger 
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2 goes through." 

3 I told him that I was not interested in it, and that 

4 I thought it was ridiculous for him to think of it. at this 

5 || time. 

6 He asked me why, and I said "Because you are 

7 | putting me ina very @ifficulte See ae Neither Tom | 

8 } Hays nor any of the people -- of the officers in Diners' Club) 

| 

9 | want to make this deal. They are trying to stop the | | 

10 | deal. You want the deal." | 

il | He says "Well, more than me, Victor Herd and | 
| 

12 I Continental want the deal, and that's all that counts.” | 
| 

13 || I said, “Alfred, you can'ttake me as an outside | 

14 | stranger, move me into the Diners’ Club and be president | 

15 || and expect the cooperation of the people involved." | 

| c 

16 | ae: He Said, "Well, Hays doesn't like you, I agree | 

17 oti you, but we will handle that." 

1 || eee ‘second of all, under the agreement 

19 you have given me, I get no cue. My family gets no 

20 money. en way I am going tc 4et any money is to ile 

2) it.in the travel company over the next ten years; and I 

22 don't want to take my attention away from that." 

23 He argued with me until late into the night, and 

24 I left with the definite opinion, I think, that I was not 

95 going to take the presidency. 
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Q That was September -- the end of September? 

A: September 29, 1967. 

Q Did you discuss that matter with Mr. Bloomingdale 
or anyone else at Diners' Club after that meeting? 

A I did. 2 


I told it to Mr. Marx and later on Mr. Herd came 


€o see <= 
Q Mr. Fugazy, please listen to my questions and 
only answer just what I ask you. I asked you about people, 


Mr. Bloomingdale or ‘other people at Diners' Cluk 
A I did not talk about it any more, no, sir, not unti 
: 3 & 
after the deal closed. 
Q Mr. Fugazy, the deal closed, you are referring 
to Guay has been marked as Exhibits 6, 7 -- 
A October.10th. i 
MR. SANTORA: I really have to object because 
I think it*s an ane to speed things up perhaps but this 
is suggestion to the witness and I think at ought to be 
here tennany from this witness and only from that witness. 
THE COURT: You object to the form of the 
last question. It's been answered already. 


MR. SANTORA;: Move to strike. 


THE COURT: Well, let the record stand but from this 


point on, I would ask counsel to refrain from leading 
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even though it may be an attempt to shortcut things. 

Q Mr. Fugazy, did you meet with Mr. Bloomingdale 
after you signed the agreements which have been marked 
exhibits 6, 7 and G72 

MR.SANTORA: I am going to object to that. 
THE COURT: Sustained. 
Q Was Mr. Bloomingdale present on October 1Oth? 
MR. SANTORA: I certainly object to that. 
THE COURT: Yes. Why don't you just inquire who 
was present. | 

Q Mr. Fugazy, who was present on October 10th when 
signed the agreement? ; 

A Mr. Hays represented the Diners’ Club. Mr. Marx, 
my brother, and myself and Mr. Si Flua- I believe, and the 
attorneys for the Diners' Club. 

Q Was Mr. Bloomingdale there? 

A I don't believe so. 

THE COURT: You — attorneys for the Diners' 
Club. Were you and Mr. Marx represented by attorneys at 
that time? 

THE WITNESS: Yes, sir. 

THE COURT: Was somebody there from that firm? 

THE WITNESS: Yes, sir. 


THE COURT: Who was that? 


TIO 
OR es 


= 


| 
| 
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THE WITNESS: I don't veumaas; your Honor. It was 
from the Kramer, Marx firm. Whoever was handling it. 
I just don't remember. 
THE COURT: But he was there too. 
THE WITNESS: Yes, sir, we had counsel. I am not 
claiming we didn't have counsel. We had counsel. 
Q Mr. Fugazy, did you ever meet Mr. Bloomingdale agai 


after your trip to Paris? 


A Yes, sir. 

Q When was the next time you saw him, sir? 

A He came to New York -- he came to New York or I 
* * a : U * * 
met him in Los Angeles. I would have to check my diary 


but it was the next week, right after that. 

Q Would you take a look at Exhibits 1, 2 and 3 and 
see if. they refresh your recollection. 

A You mean the period after October 10th? 

Q That is correct, after your meeting in Paris. 


| 
I don't care, October 10th or otherwise, after your me eting | 
September 28th. ‘ 


THE COURT: Start with that date and tell us the 


| 


next time after that, if ever, that you met with Mr. Alfred sl 


Bloomingdale? 
THE WITNESS: I believe it was October 15th and Octo 


16th. 


~] 
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Q Where did those meetings take place, if you can 
recall?. | 
A October 15th was a dinner meetimin New York. 
October 16th was a luncheon in New York with 
Mr. Marx and Mr. Zeckendorf. And ther October 17th 


another luncheon with Mr. Isbrandtsen, Mr. Zeckendorf and 
Mr. Marx. 
| Q Who is Mr. Isbrandtsen, sir? 

A Mr. Isbrandtsen was the chairman of the board of 
American Export eae anil Mr. Bloomingdale had asked 
me to set up a luncheon with him. 

: 
THE COURT: That was Yakob. 
THE WITNESS: Yakob Isbrandtsen. 
THE COURT: The shipping man? 
THE WITNESS Yes, sir. 

Q What was the subject matter of that meeting as 
hous you can recall? 

A Mr. Bloomingdale wanted to get the general agency 
for Diners' Club and Diners Fugazy of the American Export 
ships, which we got shortly thereafter. 

Q Did you have ameeting with Mr. Isbrandtsen 
and Mr. Bloomingdale subsequent to the meeting you just 
testified to? 


A Yes, we did. 


eed 
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So far, still outside the hearing of the jury, 
this case has moved at a snail's pace. I have mentioned 
on one occasion repetition. I have heard other repetition. 

I would appreciate it if the case could be 
moved along in a concise fashion. This jury is here to 
listen, but if you read to them, like you did before, from 
a multi-paged document, when you have certain things sum- 
aca, my suggestion is to start with your summary and 
then add to it if you wish. 

You read from that document as if you had no 
concept that you fellows had worked for probably several 
days on a pre-trial order, and my only comment to you is, 
this is a lawsuit, and I am going to permit each counsel 
to try his case as he sees fit, but I would suggest that 
this Court has many matters pending before it, and we must 
move this case along so that it can be presented to the 
jury in a clear and complete fashion. 

No evidence is going to be kept out. No docu- 
ments are going to be kept out, if there is a showing of 
relevance. 


I say that to you now: Let's move along. 


* * * * * 
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() Was there an acquisition of Diners' hy Continent« 
in September of 1969? 

A No, sir. 

Q) Was there an acquisition <-- 

THE COURT: Why don't you ask him when, if ever, 


there was an acquisition? You know the answers to these 


ia) 
ct 
iad 
3 
Q 
R 

¢ 


questions, counsel. You are wasting the jur 
argue later. Don't argue in your questions. 

(To the witness:) -When if ever was there an ac* 
sition of Diners' by the Continental comoany? 

THE WITNESS: In February of 1979, vour Honor. 

THE COURT: Thank you. 

Next question? 

MR. FREDERICKS: I would like to mark for identi 


tion a.document, your Honor. 


(Plaintiffs' Exhibit 26 marked for identificaticn. 


Rk. FREDERICKS: Your Honor, did vou call c.itin 


Tlie COURT: No. I aid not call counsel t0 li... 


ee 
u 


I would appreciate it if counsel wou 
pace of the trial.° I would think where one cuestion vwonka 
suffice vou need not ask four. That is the only comment J 
will mais. That goes for both sides. 

MR. FREDERICKS: Your Honor, Iwill offer int 


o 


ad auwebeun tls 


em ee te A CR A LCCC LCL OTN L ELL 


‘eee 


, 


19 


A1069 ioe 
HP 6 W. Fugazy - direct 
evidenee Plaintiffs' Exhibit 26, which is an offer to urease 


the commen stock of Diners’ Club, Ine. at $15 a share ff ths 


Continental Corporation. 


THE COURT: Is there any objection? | 
MR. SANTORA:: No objection. | 
THE COURT: Proceed. 
y Did you receive that document, sir? 
one | 
A Yes, sir; I did. | 
Q Did you tender your shares of Diners’ Club at thnt | 
time, at any time, pursuant to this offer? 
ny Yes, six; I did. 
WY) And when did you tender vour shares, sir? 
| 
Nv At a date before the expiration of the offer, ii | 


probably February = 
THE COURT: Give it to Miss Kruger. 
iPlaintiffs’ Exhibit 26 for identification wa: 
recuivad in evidence.) 
THE COURT: I think we interrupted you, Mr. Pury. 


TE eeur vill wait a moment, I would like to hear wour 2:15 


Mr. Reporter, would you please read Mr. Pugacy's | 
ansuer as far as he gave it, so we can have the entire ayer. 
(Anqwer read.) 


~% (Continuing) Or possibly early March. 


aA 
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THE COURT: Of 19 -+ 


THE WITNESS: ‘'70. 


THE COURT: That is when you tendered your shares? 


THE WITNESS: Yes, your Honor. 


THE COURT: Perhaps we should tell the jury -- “s 


- 


be bashful. All right. A couple do, but most do not. 
Would you tell the jury what a tender is? 
THE WITNESS: A tender is when a comnany, lil: 


Continental, writes -you and says that, "By a certain date 


wor will mail us your stock in So and So, we will give vou 
this much cash for your stock". In this case, for each 


let's Find out. How many of you know what a tender ia? fa 


Lah 


of Diners' stock that I held, I received $15 in cash for tinal 


THE COURT: And that was when? 


TIE WITNESS: In February or March of 1979. 


“HE COURT: I believe the offer, according tc tir 


exhibit, which-is in evidence, was te terminate at £3: 


Eastern Standard Time, on Monday, May 9th. 


THE WITNESS: Well, your Nonor, I could be wean 


but we tendered during the time frame of the offer. 
(Plaintiffs' Exhibits 27, 28 and 29 marked for 


jitentifiecation, ) 


ee eR CC ON 
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MR. FREDERICKS: tae Henke, 7 oi aac to be uate 
ing from this exhibit. 
(Document handed to the Court.) 
MR. FREDERICKS: Your Yonex, the exhibit number.,, 
I believe, is 5.. Am I correct. 
THE COURT: That is eorrest, 5 in evidence. 
MR. FREDERICKS: Your Honor, at this time I would 
_ like to read to the jury from Exhibit 5 in evidence, page 
39, darting from paragraph B. 
(Mr. Fredericks read to the cee Sate Plaintiffs' 
joc et 5 in evidence.) 
Q | Mr. Fugazy,. do you know what a registration state- 
ment is? 
A 
Q-.° Would you tell the’ ladies and gentlement of thc 
jury what a registration statement is? 
AR ° A registration statement is the documents tliat 
a coipany must file with the Securities and Exchange 
Commission in order to have certain stocks or certain 
securities be acceptable ax sale or for distribution or 


redeinption. 


Q Do you know what a restricted security it? 


Yes, Sir, 2. Gao. 


Would you tell the ladies and‘gentlemen of the 


what a restricted security is? 


og ee ee 
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A A restricted security is a security Like vias 

ones we got from the Diners' Club, which means that you 

cannot sell it. You can hold it, and you may keep it in | 

your possession, but until such time as that sock has been | 


registered or until such time as the Securities and Exchange | 
| 

Commission gives you what they call a -- the right to sell = 
’ | 

you may not sell it, and it is in effect, I don't want to | 
= i 

| 

' 

| 

| 


say worthless,but you may not even bring it to a bank 


and borrow against it because there is no way that the bank 


could in turn sell it to get back money. 

MR. SANTORA: I am going to move to strike 

THE COURT: Strike it. He is giving a legal 
opinion. =< am not sure I can agree with it either. 

HE COURT: Let me suggest this: In the normal 


course, ladies and gentlemen, you have a stock which 

you could buy or sell through your broker in the usual 
course. However, there are certain stocks which are some- 
times called letter stock or restricted stock, which bears 
a legend indicating that it is not as freely tradeable as the 


usual stock that you have. 


{ 
| 
| 
MR. SANTORA: If he wants to -- | 
| 
| 
| 
The witness has indicated, and the exhibit, | 
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. ae . 
2. 1|- Exhibit 5, provides that the shares which were received | { 
/ 


3 -in connection with the 1967 sale of Fugazy were, at least a 
“4 | arenes of them were letter stock or stock certificates which 
5 bore a legend which restricted their sale. They could enly | 
6 be sold under certain circumstances, rather highly technical | 
4 axe nieaes . pis | | 
8 Q Mr. Fugazy, did there come a time that you took any | 
9 action at all pursuant to Section 10.2(b) which I have just | 
10 ‘ead im the jury? | 
n A Yes, sir. - | col | 
12 | Q What did you do, sir? | 7 
13 | A Mr. Marx, my brother and myself requested that | 
M | Diners' register cur stock. ) | 
15 Q I show you what has been marked Exhibit 27 fer | 
16 identification. Can you identity that for me, please? | 
M7 A Yes, sir. It is a letter from Otto Marx on | 
18 bohaks of -~ and signed by my brother and myself requesting | 
19 that Diners' Club register our lettered stock. ° 
20 9 Do you recognize the handwriting on the upper | 
2) corner of that letter? 
2 | A Yes. 
23 | Q Whose handwriting is that? 
24 A George Faunce. 


THE COURT: Who is he? 
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THE WITNESS: He was the president of Diners' 
after I left,your Honor. George Faunce III or IVa 

MR. SANTORA: I move to strike that. I don't 
know if he knows -~- I will take a question, perhaps, if 
has ever seen Mr. Faunce's signature before. I don't 
if he has. 


THE WITNESS: Yes, I have. 


THE COURT: He indicates to you that he has. 


MR. FREDERICKS: Any objection to 27, the first 


one? 
MR. SANTORA: The first one, no. 
MR. FREDERICKS: Your Honor, I would like to 


introduce at this time in evidence Plaintiffs' Exhibit 


a letter addressed to the Diners' Club, Inc. dated April 


1969, . bearing sae signatures of F.T. Ventures, Inc., 
“Otto Marx, Jr., William Fugazy, and Louis Fugazy. No 
Objection has been -- 
(Plaintiffs' Exhibit 27 was received in 

evidence.) 

Ov Mr. Fugazy, do you know who was president of 
Diners‘ Club = Aprid 16, i969? ° 

A George Faunce. 


Q is his’ a copy of the letter that you have just 


testifical to that you and Nr. Marx sent? 


-mbbr 


Mr. 


that 


2nd. 


Apri. 


if y 


for 


wreak 
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Ui. we didn't send it to Mr. Faunce. We sent it to 
Bloomingdale, yes. 


Q Would you read to the jury the stamp, date stanip 


appears on that exhibit? 


A "“novil 2, 1969". 

THE COURT: The letter is dated aa 16th? 

THE WITNESS: Yes, and the date stamp is Aprii 

I think the second number blanked out, your Honor. 

ied £0 Court.) 

THE COURT: To the Court, at least, joe eit an: 
i 20 something aoe, I think it is more logical 
ou note the spacing. 


THE WITNESS: Yes, yes. 
Q I show you what has been marked Exhibit 28 


identification, and ask you, do you recognize the hand- 


ing in the right-hand corner of that letter? 

A Yea. 

@) Whose handwriting is anne 

A Victor Herd's. 

0) Have you seen Mr. Herd's handwriting prior to today 
A : Yes. 


MR. FREDERICKS: Your Honor, I'd like to offer thi 


| 


| 
| 
| 
| 
. 
| 
zi 
| 
: 
| 
| 
es 


1 


in evidence, which is an identical copy of the same letter that 


has 


been introduced as 27 in evidence except for the hanJ- 


} 


en 


Punibit 2772 


THE COURT: Show it to counsel. 
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writing which Mr. Fugazy has identified as that of Mr. 
Victor Herd. : 
THE COURT: What Exhibit is that? 
MR. FREDERICKS: 28,.your Honor. | 
{ 
| 
| 
| 
| 


MR. SANTORA: No objection. 
THE COURT: Received. 
(Plaintiffs' Exhibit 28 was received in 


evidence.) 


THE COURT:Incidentally, I might point out that this 
Suebei: ekon is now in evidence, 28, contains the same | 
type of date stamp which you referred to a few moments ago, 
and it is there dated April 23 or Rpril 23rd, 1962. } 


must say the spacing would make it appear to the Court 


that the other letter was received some time after the 20th. | 
| 
Q Would you read to the jury the handwritten notes cn, 


A "Harold" -- I presume harold Johnson ~~ 
"Alfred asked me to send this to you and Mr. Nerd. He 


wants to know your position", I believe. Signed ‘Ceorge” . 


Q Would you read the handwritte- notes on the opposi.t¢ 


corner on Exhibit 28. 
as 


A "My. Harold Johnson, anything we should be doing. 


Signed , his initials, J. Victor Nerd. 


20 


21 


offer in evidence at this time Exhibit 29, which is a letter 
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MR. FREDERICKS: Your Honor, I would like to 


addressed to Mr. Herd bearing a "Received" stamp of 
April 28, 1969 from Hb. 
THE COURT? Show it to Mr. Santora. 
MR.SANTORA: No objection. ; 
THE COURT: Is that a letter or memorandum? 
MR. FREDERICKS : It is addressed to Mr. Herd so 
it is difficult for me to say, your Honor. 
(Plaintiffs! ‘Exhibit 29 was received in 
evidence.) 
THE COURT: “Since it doesn't bear any address 
on it, md it is signed with anitials, I will classify 1t as 
a memorandum. 
MR. PREDERICKS : I'd 2ike to TT Exhibit 29 
to the jury jf I may, your Honor, at this time. 
THE COURT: You may. 
MR. FREDERICKS: It bears the date April 241, 1969, 
a "Received" stamp April 28, 1369 under the initials J.\. 
Herd. 
(Mr. Fredericks read from Plaintiffs' Pxhaibit 29 
in evidence.) 
Q Mr. Fugazy, aia there come a time when a registra tL 


statement was filed which covered your shares, Go you knew? 


| 
| 
. 
| 
| 


| 
| 


| 
: 
| 
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A Yes, sir. 
Q Do you know when it was filed, sir? 


A Spring of 1969 -- or the summer of '69, I am 


sorry. I. am vague on that date. WE requested it in 


April-of '69, and I don't know what date it was filed but 


it waS man, many months later. 

THE COURT: You don’t recall? 

THE WIENESS: Noy Six, © don’t: recall. 

(Plaintiffs' Exhibit 30 was marked for 

identification.) 

MR. -FREDERICKS: Your Honor; I'd like to offarz 
evidence without objection of counsel a form S~1 registra 
statement under the Securities Act of 1933, the 
Diners* Club, Inc., preliminary prospectus dated August 2 
1969. 

MR. SANTORA: We have no objection. 

THE COURT: Received. 

(Plaintiffs' Exhibit 30 was received in 


evidence, } 
THE COURT: Zt is an S-1? 
MR. FREDERICKS: Yes, your Ionor. 
THE COURT: What was the physical or calendar 


year of Diners’ Club, if you recall? 


THE WITNESS: March 31 at that time, your Honor. 


“your Honor. 
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it later eae to December 3lst es concur with Con- 
tinental's annual year. rt was not March 31, 1969. 

THE COURT: Very well. 

MR. FREDERICKS: Your Honor, I'd like to have 
mated fox identification at this time the Diners’ Ciub 
Annual Report for March 1969. 

(plaintifes’ Exhibit 31 was marked for identifi- 


cation.) 


eect ae eee a EE ST TT 


MR.FREDERICKS: There is no objection on that, 


(Plaintiffs' Exhibit 31 was received in 
evidence.) 
THE COURT: No objection to the annual report? 

MR. SANTORA : No Su eeion: your Honor. 

JHE COURT: Seenkvel What is the date of tire 
chairman's letter? June 16, 1969. All rignt. The account- | 
ants were Touche Ross. 

JHE WITNESS: Touche Ross. 

wie COURT: All right. Thank you. 

MR. Pee eee Your Honor, I would like to 
offer at this time Exhibit 13 heretofore marked for identifi- | 


calion which I now offer in evidence, counsel having withdrawn | 


his objection, which is the Diners' Club notice of annual 


meeting to shareholders, June 20, 1969. 


13 
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THE COURT: Received. 
(Plaintiffs’ Exhibit 13 was received in 
evidence.) 
THE COURT: There is no objection to 13, is tha 
Santora? 
MR, SANTO! No objection, your Honor. 


THE COURT Very well; received. 


ir. Fugazy, to your knowledge did that re 


become effedive? 


Never did. 


FREDERICKS: I have no further quest 


witness, your Honor. I would like, however, 


at Exhibits 26, 
THE COURT: 


Yes, and I think it would 


ate that we take our afternoon recess,so ladies 


gentlemen of the jury, when you are finished perust 


exhibits, be sure you have seen them al, Will tele 


our afternoon 


Your Honor, may the witness stop 


down at least 


COURT: Yes, he may, if you wish to go to the 
back of the courtroom for a few minutes because we are no 


going to be asking you anyrore questions until cross 


examination comes up shortly. 


